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(1) In the Purchase Contract referred to herein the Company indemnifies the Underwriters against certain civil 
liabilities, including liabilities under the Securities Act of 1933. 

(2) Before deducting expenses payable by the Company estimated at $40,000. 

During the period from March 15, 1950 to September 22, 1950 inclusive, the highest over- 
the-counter bid price for the Company’s outstanding Common Stock was 15^4 and the lowest was 
13^4; and the highest over-the-counter offered price was 16and the lowest 14 %. 


The Common Stock is offered by the several Underwriters subject to prior sale, when, as 
and if issued and accepted by the Underwriters and subject to approval of legal matters by 
Messrs. Beekman & Bogue, counsel for the Underwriters, and by Messrs. Marks, Gray, Yates 
& Conroy, counsel for the Company, and subject to certain further conditions as set forth herein 
under the caption “Terms of Offering.” 
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The date of this Prospectus is September 25, 1950. 
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This Prospectus contains information concerning the Company and its stock, but does not 
contain all the information set forth in the Registration Statement and the exhibits and schedules 
relating thereto, which the Company has filed with the Securities and Exchange Commission, 
Washington, D. C., under the Securities Act of 1933, as amended, and to which reference is 
hereby made and summaries of such exhibits contained herein are qualified by such reference. 
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No dealer, salesman, or any other person has been authorized to give any information or 
to make any representations other than those contained in this Prospectus, in connection with 
the offer contained in this Prospectus, and, if given or made, such information or representations 
must not be relied upon as having been authorized by the Company or the Underwriters. This 
Prospectus does not constitute an offering by any Underwriter in any State in which such Under¬ 
writer is not qualified to act as a dealer or broker or in which such offering may not be lawfully 
made. 
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This announcement is under no circumstances to be construed as an offer to sell or as a solicitation 
of an offer to buy any of these securities . The offering is made only by the Prospectus. 
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INDUSTRIAL STOCKS 

Net 

High Low Last chan* 

15 Mfg .292.10 290.87 291.38 - .18 

10 Oils .100.97 100.51 100.80 - .12 

8 Utilities ...115.05 114.75 114.95 4- -20 

6 Steels . 93.75 92.68 93.08 - .42 

7 Coppers ... 86.48 85 93 86.21 — .06 

4RRequipt.. 89.12 88.62 88.94 — .09 
5 Stores .439.47 438.57 439.00 - .10 

10 Motors ....145.57 144.94 145.04 — .36 

5 Foods . 91.65 91.30 91.40 - .07 

COMPOSITE AVERAGE 70 INDUSTR 
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High Low Last change 

170.67 169.96 170.26 - .15 
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20 Grade A.... 64.45 63.90 64.14 — .01 
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48.62 
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210,000 Shares 


WINN & LOVETT GROCERY COMPANY 


Common Stock 
($1.00 Par Value) 


Transfer Agent Registrar 

Bankers Trust Company Corporation Trust Company 

(New York) (New York) 


THE COMPANY 

Winn & Lovett Grocery Company was incorporated in Florida on December 26, 1928, as 
successor to a grocery business established in 1920. At the time of incorporation, it operated a 
chain of 65 small neighborhood type grocery stores in the central and northeastern sections of 
Florida and in southern Georgia. In December 1939, at which time the Company operated 73 stores 
under the names “Lovett's” and “Piggly Wiggly”, its controlling stock interest was acquired by 
four brothers, A. D., James E., M. Austin and Tine W. Davis (the “Davis Brothers”), and A. D. 
Davis became President and General Manager. On November 25, 1944, the Company acquired, 
through an exchange of stock, from the Davis Brothers and affiliated interests, all of the capital 
stock of Economy Wholesale Grocery Company, Inc. and its five associated corporations, which 
then operated, principally in southern Florida, 39 retail self-service type food stores under the 
name “Table Supply” and 10 wholesale cash-and-carry units under the name “Economy Whole¬ 
sale”. At this time James E., M. Austin and Tine W. Davis entered the active management of the 
Company. Economy Wholesale Grocery Company and its associated corporations were the 
outgrowth of one small neighborhood type grocery store started in 1925 by the Davis family. 
On July 1, 1945, the Company acquired for cash all of the outstanding stock of Steiden Stores, 
which then had in operation 31 retail self-service food stores in the Louisville, Kentucky area. 
On December 12, 1949, a subsidiary of the Company purchased for cash all of the operating assets 
formerly owned by Margaret Ann Super Markets, Inc., consisting principally of 46 retail self-service 
food stores in central and southern Florida. On June 24, 1950, the Company and subsidiaries 
operated 172 retail self-service, cash-and-carry food stores and 9 wholesale cash-and-carry units. 
All of the Company's 14 subsidiaries are wholly-owned. (Except where the context indicates 
otherwise, the term “Company”, wherever used herein, refers to the parent company and all of 
its subsidiaries collectively.) The principal executive office of the Company is located at 1357 
West Beaver Street, Jacksonville, Florida. 

PURPOSE OF ISSUE 

The net proceeds, approximately $2,900,000 excluding expenses estimated at $40,000, to be 
received by the Company from the sale of the 210,000 shares of Common Stock, will be added 
to the general funds of the Company and used from time to time for such corporate purposes as 
the Board of Directors may determine. As more fully set forth under the caption “Recent Develop¬ 
ments”, sub-caption “Improvement Program”, the Company presently contemplates capital 
expenditures aggregating approximately $1,650,000 in the current fiscal year. Part of the pro¬ 
ceeds from this financing will be applied to the costs of this program. While the Company is unable 
to state the specific purposes to which the balance of such net proceeds will be applied, 
among the purposes for which such general funds may be used are the carrying of increased 
inventories incident to the general growth in the Company's business, the further expansion 
and improvement of its chain of retail stores, warehouses and other facilities, the prepayment of a 
portion of its outstanding funded debt, the possible acquisition of other food stores or chains of 
stores, and other general corporate purposes. 
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SUMMARY OF EARNINGS 


The following is a summary of consolidated earnings of the Company and its subsidiaries 
for the five and one-half years ended June 24, 1950 and of Margaret Ann Super Markets, Inc. for 
the five years and twenty-three weeks ended December 10, 1949, a period prior to its dissolution 
and the Company’s acquisition of assets formerly owned by it. The summaries, except for the 
figures of Margaret Ann Super Markets, Inc. for the fiscal years 1945 and 1946, have been reviewed 
by Messrs. Peat, Marwick, Mitchell & Co., independent public accountants, as set forth in their 
report appearing elsewhere in this Prospectus; and, to the extent reviewed by Messrs. Peat, 
Marwick, Mitchell & Co., are included herein in reliance upon the report of said firm and upon 
their authority as experts in making said report. The Margaret Ann Super Markets, Inc. figures 
for the fiscal years 1945 and 1946 have been compiled from income statements of that corporation. 
The information with respect to the three and one-half years ended June 24, 1950 as regards 
Winn & Lovett Grocery Company and subsidiaries and the three years and twenty-three weeks 
ended December 10, 1949 as regards Margaret Ann Super Markets, Inc. should be considered in 
the light of the financial statements for those periods included elsewhere in this Prospectus, 
together with the notes thereto and the accountants’ report thereon. 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED ) 

Cost 
of Sales 

and Net 



Net 

Operating 

and 

Adminis¬ 

trative 

Cash 

Discounts 

and 

Sundry 

Income 
Deductions 
—Interest, 

Profit 

before 

F ederal 
Taxes on 

Provision 

for 

Federal 
Taxes on 

Net 


Sales 

Expenses 

Income 

etc. 

Income 

Income 

Profit* 

Year ended December 29, 
1945(1) . 

$ 41,055,495 

$ 40,405,883 

$ 369,786 

$ 82,870 

$ 936,528 

$ 530,885(3) 

$ 405,643 

Year ended December 28, 
1946 . 

58,954,813 

56,958,160 

587,626 

104,330 

2,479,949 

948,236 

1,531,713 

Year ended December 27, 
1947 . 

69,983,370 

68,437,155 

734,277 

131,178(4) 

2,149,314 

804,700 

1,344,614 

26 Weeks ended June 26, 
1948 . 

39,706,613 

38,987,296 

398,792 

30,833 

1,087,276 

411,900 

675,376 

Year ended June 25, 1949 

79,143,920 

77,575,825 

856,609 

57,958 

2,366,746 

904,800 

1,461,946 

Year ended June 24, 
1950(2) . 

113,491,419 

111,012,790 

1,398,470 

145,685(5) 

3,731,414 

1,399,400 

2,332,014 


* The amounts shown for the periods 1945 through 1949 have not been adjusted to reflect certain relatively 
minor increases therein that would have occurred if credits to earned surplus made in 1946, 1947 and 1950 
to conform fixed asset accounts and related reserves for depreciation with those accepted by the U. S. 
Treasury Department for income tax purposes, had been applied to the years to which these items relate. 

(1) Includes operations of Steiden Stores, acquired July 1, 1945, only for period from July 1, 1945 to December 
29, 1945. 

(2) Includes operations of Margaret Ann Stores, Inc., only for period from date properties were acquired, 
December 12, 1949, to June 24, 1950. 

(3) Adjusted to reflect applicable recovery” of excess profits taxes under Section 722 of the Internal Revenue 
Code, credited to Earned Surplus in 1950 and additional income and excess profits taxes charged to earned 
surplus in 1946. 

(4) Includes non-recurring charge for premium on debt retired before maturity, $50,555. 

(5) Had the long-term debt outstanding at June 24, 1950 been outstanding during the entire fiscal year, the 
interest expense would have been increased approximately $72,000. 

(6) The annual dividend requirement on the Cumulative Preferred Stock outstanding at June 24, 1950 aggre¬ 
gates $45,000. 
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MARGARET ANN SUPER MARKETS, INC. 



Net 

Sales 

Cost 
of Sales 
and 

Operating 

and 

Adminis¬ 

trative 

Expenses 

Cash 

Discounts 

and 

Sundry 

Income 

Income 
Deductions 
—Interest, 
etc. 

Net 
Profit 
before 
Federal 
Taxes on 
Income 

Provision 

for 

Federal 
Taxes on 
Income 

Net 

Profit 

Year ended June 30, 1945 

$11,297,132 

$11,001,307 

$ 90,527 

$ 4,840 

$381,512 

$284,266 

$ 97,246 

Year ended June 29, 1946 

16,406,196 

15,956,249 

112,978 

13,120 

549,805 

321,433 

228,372 

Year ended June 28, 1947 

30,200,264 

29,433,615 

250,685 

23,819 

993,515 

385,000 

608,515 

Year ended July 3, 1948. 

41,171,693 

40,174,741 

413,580 

31,047 

1,379,485 

525,504 

853,981 

Year ended July 2, 1949.. 

45,341,212 

44,375,124 

464,190 

32,989 

1,397,289 

531,378 

865,911 

23 Weeks ended Dec. 10, 
1949 . 

20,677,139 

20,250,056 

231,135 

10,472 

647,746 

248,100 

399,646 


In the 8 weeks ended August 19, 1950, unaudited gross sales figures of the Company showed 
an increase of 21.4% over the combined figures of the Company and Margaret Ann Super Markets, 
Inc. for the similar period of 1949. The Company estimates that approximately one half of this 
increase is attributable to accelerated purchases stimulated by the outbreak of hostilities in 
Korea. 

CAPITALIZATION 

The capitalization of the Company as of June 24, 1950, is shown in the balance sheet presented 
later in this prospectus. Giving effect to the sale of the 210,000 shares of Common Stock by the 


Company, its capitalization will be as follows: 

Authorized 

To Be 

Outstanding 

3/4% Joint and Several Promissory Notes, due 
June 1, 1968. 

$3,800,000(1) 

$3,600,000(1) (2) 

5% Joint and Several Subordinated Sinking Fund 
Notes, due June 1, 1969. 

2,000,000(1) 

1,900,000(1) (3) 

Cumulative Preferred Stock, $50 par value, (issuable 
in series) . 

50,000 shares 


4j4% Series A. 


20,000 shares 

Common Stock, $1 par value. 

1,500,000 shares (4) 

1,350,000 shares 


(1) The 3 J A% Notes and 5% Subordinated Notes are joint and several obligations of the Company 
and its subsidiary, Margaret Ann Stores, Inc. The 3 l A% Notes were sold privately in December, 1949, 
to The Northwestern Mutual Life Insurance Company and Massachusetts Mutual Life Insurance Company. 
Of the 5% Subordinated Notes, $1,750,000 were sold at the same time to The Mutual Life Insurance Com¬ 
pany of New York, and $250,000 subsequently were sold to the Winn & Lovett Profit Sharing Retirement 
Plan for Employees. The 3%% Notes are entitled to fixed payments on account of principal of $200,000 
per year and the 5% Subordinated Notes to $100,000 per year. 

(2) Includes $200,000 due within one year. 

(3) Includes $100,000 due within one year. 

(4) Includes 120,000 shares reserved for issuance upon exercise of outstanding options, referred to under 
the caption “Options”. 

The aggregate minimum rentals for the fiscal year ending June 30, 1951, exclusive of taxes, 
insurance, maintenance and repairs payable by the Company, under its leases in effect on June 24, 
1950, some of which contain percentage of sales clauses, was approximately $833,708—See Note 10 
to the Financial Statements. 
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DIVIDENDS 


The Company has paid cash dividends on its Common Stock in every year since 1934. The 
following table shows the amount of dividends paid per share on the Common Stock in the 
past five and one-half years. These dividend payments have been adjusted to reflect a 3-for-l 
Common Stock split made in September, 1945 and another 3-for-l split made in March 1950. 

Cash 

Dividends 


Paid 

Year ended December 29, 1945. $0.22^$ 

Year ended December 28, 1946. 0.26^ (1) 

Year ended December 27, 1947. 0.33 

Six months ended June 26, 1948. 0.20 

Year ended June 25, 1949. 0.43^ 

Year ended June 24, 1950. 0.56^S 


(1) Also paid a stock dividend of one share of Cumulative Preferred Stock, 

4 J A% Series A, $50 par value, for each 60 shares of Common Stock. 

Since the 3-for-l stock split in March 1950, the Company has paid two quarterly dividends 
of 20^ each, on June 10, and September 11, 1950. 


BUSINESS 

Retail Operations 

The principal business of the Company is the operation of a chain of retail self-service, 
cash-and-carry food stores. Of the 172 retail stores in operation on June 24, 1950, 127 had parking 
facilities for the convenience of customers. All of the retail stores are leased. 

These stores deal in groceries, meats, fruits, vegetables, dairy products, seafood, frozen foods, 
ice cream, bakery products, tobacco, candy and certain household supplies and other goods 
usually sold in the general retail food business. All stores operated contain meat and produce 
departments. On June 24, 1950, 143 stores had departments selling a general line of nationally 
known brands of certain cosmetics and proprietary drug items, and in selected areas 23 stores 
had snack bars for the convenience of patrons. Beer is sold in 111 stores, of which 81 also sell 
wine. All except 7 stores carry a complete line of frozen food products, the major part of which 
is distributed directly from the Company’s own warehouses. In 1947, the Company installed 
on an experimental basis 100% self-service meat departments in a limited number of its stores. 
Following the success of these initial units, the use of these departments has been extended and on 
June 24, 1950, 73 stores had 100% self-service meat counters. It is contemplated that all of the 
large volume new stores will contain complete self-service meat departments. Almost all other 
stores have limited self-service meat facilities. Most larger stores have complete self-service dairy 
departments. The sale of housewares has recently been introduced in approximately 42 stores. 
In addition, the Company is experimenting with the sale of other types of merchandise which 
the housewife regularly purchases. Products sold include nationally known and distributed 
merchandise as well as items sold under trademarks and brands controlled by the Company. Such 
latter items, however, constitute a minor part of the total business. The Company operates a 
bakery at its Jacksonville warehouse which furnishes bread and bread products to all stores located 
in Florida and Georgia. No other products are manufactured by the Company. 

The Company’s stores are operated under the names “Lovett’s”, “Table Supply”, “Piggly 
Wiggly”, “Steiden” and “Margaret Ann”. Except in the case of the Steiden stores, which are the 
only units operated in Kentucky and Indiana, there are in some instances stores of the Company 
operating under different names in the same locality. 
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The following tabulation shows the locations and store names of the Company’s retail stores as 
of June 24, 1950: 


Florida: 

Lovett’s 

Table 

Piggly 

Margaret 




Supply 

Wiggly 

Ann 

Steiden 

Total 

Jacksonville . 

. 12 

_ 

_ 

_ 


12 

Miami Area . 

— 

8 

_ 

9 

_ 

17 

Tampa. 

. . 

5 

_ 

5 

_ 

10 

Orlando . 

. 5 

_ 

_ 

3 

_ 

8 

West Palm Beach. 

. 4 

1 

_ 

3 

_ 

8 

Ft. Lauderdale . 

. 3 

_ 

_ 

3 


6 

53 other towns . 

. 27 

13 

23 

22 

— 

85 

Total . 

. 51 

27 

23 

45 

— 

146 

Georgia: 







7 towns. 

. 4 

1 

2 

— 

— 

7 

Kentucky: 







Louisville . 





16 

16 

Fort Knox . 





1 

1 


— 

— 

_ 

_ 

—— 

_ 

Total . 





17 

17 

Indiana: 







2 towns . 





2 

2 

Total . 

. 55 

28 

25 

45 

19 

172 


— 

— 



— 

= 


Wholesale Operations 

On June 24, 1950, the Company operated 9 wholesale cash-and-carry units located in 
Jacksonville, Miami, Tampa, St. Petersburg, Lakeland, Orlando, Ocala and Daytona Beach, 
Florida, and Brunswick, Georgia. All of these units are operated on a self-service basis. Sales 
by the wholesale units are made only to small independent retail stores, hotels, restaurants, 
institutions and certain other wholesale buyers. These units carry a general line of groceries, 
meats, and household items, but do not handle as complete a line as the Company’s retail stores. 
All wholesale units are operated under a name incorporating the words “Economy Wholesale”. 
In the year ended June 24, 1950, sales of the wholesale units amounted to approximately 5% 
of total sales and net income to approximately 3.5% of total net income. 


General 

Except for certain direct deliveries, all stores, both retail and wholesale, are supplied by the 
Company’s own trucking fleet from its warehouses, located at Jacksonville, Miami and Tampa, 
Florida, and Louisville, Kentucky. 

The Company is subject to special chain store taxes imposed in Florida and Georgia. The 
Florida chain store tax, which was enacted in 1941, provides for a graduated scale of payments 
according to the number of stores operated, wherever located. For chains of 50 or more stores, 
the tax is $400 per store. The total of all special chain store taxes paid for the fiscal year ended 
June 24, 1950, was approximately $60,000, plus a tax (now repealed) on inventories amounting to 
approximately $13,000. 

In all of the areas in which the Company operates, the business is competitive with local 
and national retail food chain stores as well as with independent stores and markets. The Com¬ 
pany believes that it does the largest retail food store business in Florida. 
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Employee Relations 


On June 24, 1950, the Company had approximately 3,200 full-time and appioximately 1,100 
part-time employees. The Company has never had a strike or work stoppage and considers its 
relations with its employees satisfactory. No labor union contracts are in force. 

For some years the Company has had a policy of paying annual bonuses to executives, includ¬ 
ing division managers, buyers, department heads, and supervisors, which is described below 
under the caption “Employees' Retirement and Bonus Plans”. In addition, plans for incentive 
compensation, with ceilings, are provided for store, market and produce managers, cashiers, and 
warehousing, bakery and delivery personnel. In the case of store, market and produce managers, 
the incentive compensation is based, in general, on a percentage of sales and/or profits in their units. 
In the case of cashiers, it is based on accuracy of check-outs. Incentive compensation to ware¬ 
housing, bakery and delivery personnel is related to results over and above minimum perform¬ 
ance standards. These methods of compensation have provided an incentive for better work 
and at the same time have enabled the Company to avoid high fixed salary commitments. With 
minor exceptions, such plans of incentive compensation have not been reduced to writing. In 
the year ended June 24, 1950, approximately 1,200 persons received such incentive compensation. 

All full-time employees are eligible, after 3 months' employment, to participate in a compre¬ 
hensive group insurance plan providing life and accident insurance and limited weekly sickness 
benefits for the employees and hospitalization and surgical benefits for both the employees 
and their dependents. The Company bears the major cost of this plan, the cost to participating 
employees being $1 per month. In addition, as set forth under the caption “Employees' Retire¬ 
ment and Bonus Plans”, the Company and its subsidiary, Margaret Ann Stores, Inc., have 
established retirement plans for eligible employees. 


The Company is unable to predict what effect, if any, future competition, the possible 
imposition of food, price and materials controls, rationing, or shortages of merchandise or 
materials may have on its business. 


PROPERTY 

Stores 

All the retail stores operated by the Company are on premises occupied on a rental basis. The 
character of the tenancies of the 172 locations operated on June 24, 1950 is as shown in the 


following table: 

Type of Number of 

Tenancy Locations 


Month-to-Month . 25 

Leases expiring prior to 1956. 81 

Leases expiring 1956 through 1960. 56 

Leases expiring 1961 through 1965. 4 

Leases expiring after 1965. 6 

Total . 172 


Of the retail stores operated on June 24, 1950, all but one were on premises where both the 
land and improvements were leased. 

Of the 9 wholesale cash-and-carry units operated by the Company, 2 are on locations owned 
in fee, 3 are rented on a month-to-month basis and the remaining 4 under leases of both land and 
improvements having expiration dates from October 15, 1950 to September 30, 1953. 

The Company retains title to all movable equipment installed by it at leased locations. 
In some instances alterations or additions to store premises have been made, and such expendi¬ 
tures, as well as the building erected on the one retail location where the land only is leased, are 
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carried as leasehold improvements and amortized over the life of the particular lease. At June 24, 
1950, the unamortized investment in such leasehold improvements amounted to $686,796 for retail 
stores and $3,881 for wholesale units. 


Service Properties 

The Company operates warehouses, garages, work shops, a bakery and other facilities solely 
for the purpose of servicing its retail and wholesale stores. The principal service properties, 
all of which are considered to be in good condition and except for the two leased Miami Margaret 
Ann properties are owned by it in fee, are as follows: 

In Jacksonville, Florida, 6 buildings, 3 connected, containing general offices, a bakery, 
and warehousing facilities including coolers and freezers. 

In Miami, Florida (Winn & Lovett property), 3 connected buildings on one side of a 
street and 2 connected buildings on the opposite side, containing general offices, warehousing 
facilities including coolers and freezers, and two diesel engines used to generate electric power 
for the entire location. 

In Miami, Florida (Margaret Ann property), 2 buildings containing general offices and 
warehousing facilities, rented under a lease expiring April 1, 1954, with the Company having 
first refusal to make a new lease at a rental not exceeding any other bona fide offer. 

In Miami, Florida (Margaret Ann property), a building containing warehousing facili¬ 
ties including coolers, rented under a lease expiring February 28, 1951, renewable for 2 years. 

In Tampa, Florida (Winn & Lovett property), 2 buildings containing warehousing 
facilities including coolers and freezers. It is contemplated that this property may be sold 
in the near future. See caption “Recent Developments”, sub-caption “Improvement Program”. 

In Tampa, Florida (Margaret Ann property), 4 buildings containing general offices and 
warehousing facilities including coolers and freezers. The facilities at this location are being 
expanded, and thereafter may be sold to an investor and leased back by the Company. See 
caption “Recent Developments”, sub-caption “Improvement Program”. 

In Louisville, Kentucky, 3 buildings containing general offices and warehousing facilities 
including coolers and freezers. 

In each of the cities where warehouses are located, the Company maintains carpenter, cabinet 
and sign making shops, refrigeration servicing and repair facilities, and, except in Louisville, 
facilities for motor vehicle servicing and repair. 

Physical property owned by the Company, in addition to merchandise and store equipment 
and that described above, includes approximately 106 tractors, 112 semi-trailers, and 11 trucks for 
the delivery of merchandise; automobiles; service trucks; office fixtures; and miscellaneous 
equipment. 


Store Names 

In the opinion of its counsel, the Company has the exclusive right to the use of the names 
“Lovett’s”, “Table Supply”, “Margaret Ann”, “Steiden Stores”, and “Economy Wholesale” in con¬ 
nection with the operation of food stores in the respective territories where the Company uses such 
names, subject, in the case of the name “Margaret Ann”, to the payment of a relatively small 
fixed annual royalty until 1954. The name “Piggly Wiggly” is used pursuant to contracts with 
the owner of the trade name (a corporation owned and controlled by W. R. Lovett, a director of the 
Company) which give the Company the exclusive right to use such name in specified territories, 
in return for the payment of a royalty based on percentages of gross sales of the stores using 
the name. In the fiscal year ended June 24, 1950, the Company paid $24,914 under these contracts. 
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RECENT DEVELOPMENTS 


Acquisition of Margaret Ann Chain 

On December 12, 1949, Margaret Ann Stores, Inc., a subsidiary of the Company formed for 
the purpose, purchased from certain former stockholders of Margaret Ann Super Markets, Inc., 
a dissolved Florida corporation, all of the assets theretofore used by that corporation in the 
operation of a chain of retail food stores in southern and central Florida. 

The principal assets consisted of 46 retail self-service food stores, of which one was owned in 
fee and the balance occupied under lease; three warehouses, of which one was owned in fee and 
two occupied under leases; trucks; tractors; trailers; automobiles; furniture; fixtures; equipment; 
inventories; receivables and prepaid items. The purchase price paid to the sellers was $4,192,933, 
and in addition the purchaser paid $632,450, including premium and interest, to discharge a long 
term loan from an insurance company to the dissolved corporation, and $688,573 to pay certain 
accrued operating expenses, accounts payable and bonuses. The Company and its subsidiary 
agreed, subject to the approval of the Treasury Department, to adopt and continue the Pension 
Trust Plan covering employees of the dissolved corporation and also undertook certain other 
obligations considered relatively minor in amount. The consideration for the acquisition was 
arrived at as a result of negotiation. The purchase contract specified the purchase price of the store 
leases and the warehouse owned in fee, and prescribed formulae for the determination of the 
balance of the purchase price. 

Funds for the acquisition of the Margaret Ann chain were obtained from the proceeds of the 
sale by the Company of shares of its Common Stock for $350,000, an increase of $4,000,000 in 
funded debt, and from working capital. 

The operations of the Margaret Ann chain below the management level have been only 
partly integrated with those of the balance of the business conducted by the Company and its 
subsidiaries. However, steps are now being taken to effect, within the next 6 months, substantially 
complete integration. 


Improvement Program 


In recent years, the Company has followed a general policy of replacing smaller retail stores 
with larger stores, containing approximately 8,000-10,000 square feet, and, to a lesser extent, 
with medium sized stores, containing approximately 5,000-6,000 square feet. All new stores 
have adequate parking facilities for customers, and most of them will be air-conditioned. It is 
the opinion of the management that stores of these two sizes are best adapted for the various 
areas served by the Company. The results of this policy are indicated by the following tabulation, 
which sets forth the retail stores in operation on December 29, 1945 and on June 24, 1950, classified 
as to their sales volumes during the respective preceding fiscal years: 

Number of Stores 


Sales Per Store(l) 

Over $1,000,000 . 

$750,000 to $1,000,000 
$500,000 to $750,000... 
$250,000 to $500,000... 
Less than $250,000. 

Total stores . 


December 

29,1945 

June 24, 
1950 

None 

55 

None 

29 

4 

36 

74 

42 

68 

10 

146 

172 


(1) For purposes of this tabulation, sales of new stores have been annualized on the 
basis of actual interim sales of each such store, without adjustment for an}* seasonal variation. 
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The following table shows the changes which have occurred in the number of retail stores 
operated by the Company and the average weekly sales per store in the past five and one-half years: 




New 

Stores 

Opened 

Stores 

Closed 

Stores 

Acquired 

Stores in 
Operation 
at End of 
Period 

Average 
Weekly 
Sales per 
Store(l) 

Year ended Dec. 29, 

1945. 

. — 

3 

31(2) 

146 

$ 5,315 

Year ended Dec. 28, 

1946. 

. 8 

8 

— 

146 

7,007 

Year ended Dec. 27, 

1947. 

. 6 ‘ 

6 

— 

146 

8,397 

6 mo. ended June 26, 

1948. 

. 5 

12 

— 

139 

9,853 

Year ended June 25, 

1949. 

. 19 

27 

— 

131 

10,419 

Year ended June 24, 

1950. 

. 20 

25 

46(3) 

172 

14,155 


(1) Based on average number of stores operated during period. 

(2) Reflects acquisition of Steiden Stores on July 1, 1945. 

(3) Reflects acquisition of Margaret Ann Super Markets, Inc. on December 12, 1949. 


The only changes in the number of wholesale units operated during the past five and one-half 
years were the addition of one unit in 1947 and the closing of two units in the fiscal year ended 
June 25, 1949. 

In addition to the acquisition and opening of new stores, the Company has during this period 
improved existing store facilities and made a substantial number of additions and improvements 
to its warehousing and delivery facilities, including the installation of completely new bakery 
equipment in its Jacksonville warehouse, the complete remodeling and approximate doubling of 
the capacity of the Jacksonville grocery and perishable goods warehouse facilities, the installation 
of equipment for storing, handling and delivering frozen foods in all Winn & Lovett warehouses, 
the addition of produce warehouse facilities in its Louisville warehouse, the replacement of almost 
its entire delivery fleet, the installation of mechanized handling equipment in all Winn & Lovett 
warehouses and other general additions and improvements to these facilities. Work is now in 
progress to mechanize merchandise handling in the Margaret Ann warehouses. 

The Company's budget for the current fiscal year calls for the expenditure of approximately 
$1,650,000 for additions and improvements to store and other facilities. Of this amount, approxi¬ 
mately $1,250,000 has been allocated to a retail store program which contemplates the opening of 
30 larger stores and 5 medium sized stores and the closing of approximately 25 stores during the 
current fiscal year. As of August 15, 1950, twelve of these stores were in various stages of 
development. 

The Company expects to spend approximately $400,000 during the current fiscal year for 
other miscellaneous improvements and additions to warehousing, transportation, bakery and 
office facilities. 

As part of its overall program, the Company contemplates rearranging its facilities at its 
three Miami warehouses for more efficient handling of merchandise. In addition, present plans 
call for the sale of the Winn & Lovett Tampa warehouse and the consolidation of all Tampa 
warehousing facilities into the Margaret Ann warehouse after its enlargement. At the present 
time there is being added to the Margaret Ann warehouse an additional 45,000 square feet of 
grocery storage space and a 30,000 square foot building which will handle a full line of meat 
products, fresh fruits and vegetables, frozen foods and dairy products. This latter unit will contain 
approximately 13,000 square feet of refrigerated area, both cooler and freezer. Firm contracts 
have been entered into for these additions, which will cost approximately $340,000. The depreciated 
cost of the Margaret Ann warehouse is $206,552. It is contemplated that upon completion of the 
work, the land and buildings comprising the warehouse property will be sold for cash at a price 
equal to cost less depreciation, and that the Company will lease back the properties under a long 
term lease on terms not yet determined. 
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The Company is unable, at this time, to predict what effect, if any, the possible imposition 
of building controls, allocation or shortages of certain materials and the effect of other similar 
legislation, if enacted, may have on the aforementioned program. 

Federal Tax Refunds 

Subsequent to June 24, 1950 the Company received final settlement of its claims for refund 
of Federal Income and Excess Profits Taxes for the years 1940 through 1945 referred to in Note 
7 to the Financial Statements. The net recovery amounted to $343,986, after deduction of 
assessments involving other issues and fees for professional services rendered in connection with 
the refund claims. Such net recovery has been given effect to in the Financial Statements. 

One of the Company’s subsidiaries now has refund claims pending in the amount of approxi¬ 
mately $170,000 for refund of Federal Income and Excess Profits Taxes for the fiscal years 1942 
through 1945. Suits have been brought thereon and a favorable decision was recently rendered 
by the United States District Court for the Western District of Kentucky. Pending possible 
appeal of such decision, these refund claims have not been reflected in the Financial Statements. 

DESCRIPTION OF COMMON STOCK 

Dividend Rights 

Subject to full payment of dividends on all outstanding shares of preferred stock of all 
series and all sums, if any, due under all sinking funds for preferred stock (no sinking fund is 
provided for the presently outstanding series of preferred stock), dividends may be paid on the 
Common Stock as declared by the Board of Directors. However, so long as any of the 5% Joint 
and Several Subordinated Sinking Fund Notes due June 1, 1969 are outstanding, (a) the aggregate 
stock payments (which include purchases, redemptions and retirements of any class of stock less 
the net proceeds of sales of stock after December 31, 1949, and dividends on any class of stock 
except stock dividends) subsequent to June 25, 1949, may not exceed $600,000 plus 75% of the 
excess of the Consolidated Net Income of the Company and its subsidiaries subsequent to June 25, 
1949, over the aggregate amount of certain payments on unsecured debt during such period; and 
(b) after giving effect to such stock payments , the Consolidated Net Working Capital of the Company 
and its subsidiaries must be not less than $6,000,000. Under the foregoing restrictions, as of 
June 24, 1950, $1,455,010 of the Company’s surplus was not restricted. Furthermore, so long as 
any of the 3j4% Joint and Several Promissory Notes due June 1, 1968, remain outstanding, 
there is effective a similar restriction, differing from the foregoing one principally in that (a) 
credit is given for all of such excess of Consolidated Net Income rather than 75% thereof, (b) 
Consolidated Net Working Capital need only be $5,500,000 rather than $6,000,000, and (c) the 
holders of 76% of the notes may waive the restriction. 


Voting Rights 

Whenever preferred stock dividend arrears amount to four quarterly payments, then until 
all arrears have been paid and the current quarterly dividend has been provided for, the preferred 
stock is entitled to vote on all matters submitted to stockholders, with each share of preferred 
stock receiving three votes and each share of Common Stock one vote. A 3^ths vote of the 
preferred stock is required for (a) the authorization or creation of any stock ranking prior to 
the preferred stock or of any securities convertible into or evidencing the right to purchase any 
stock ranking prior to the preferred stock, or (b) any amendment, alteration or repeal of any 
provisions of the Company’s Certificate of Incorporation which will affect adversely the preferred 
stock or any of its rights, preferences, privileges, powers, restrictions or qualifications (a J^ths 
vote of a particular series of preferred stock being also necessary if only that particular series 
is adversely affected). Except for the foregoing and as provided by law, all voting rights are 
vested in the Common Stock. 
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Other Provisions 


The preferred stock is entitled to $50 per share on liquidation, voluntary or involuntary, 
and the Common Stock is entitled to all the remaining net assets of the Company. The Common 
Stock has no preemptive or other subscription rights, no conversion rights, is not subject to 
redemption, has no sinking fund and is not liable to assessment or further call. 


Of the net proceeds to be received by the Company from the sale by it of the shares of 
Common Stock offered hereby, the sum of $1 per share will be credited to capital stock and the 
balance to paid-in surplus. 


Copies of the Company’s Amended Certihcate of Incorporation, the agreements under which 
the Company’s 3Joint and Several Promissory Notes due June 1, 1968 and its 5% Joint 
and Several Subordinated Sinking Fund Notes due June 1, 1969 were issued, and of such Notes, 
are filed as exhibits to the Registration Statement. The foregoing statements are brief sum¬ 
maries of certain provisions of such exhibits, which are incorporated herein by reference, and 
are qualified in their entirety by reference to such exhibits for the complete terms thereof and 
for the definition of various terms and phrases, including those in italics. 


MANAGEMENT 

The following are the names and addresses of the directors and executive officers of the 
Company: 

Name Address Office 


A. D. Davis 

1357 West Beaver Street 
Jacksonville, Florida 

Director, President 

James E. Davis 

1357 West Beaver Street 
Jacksonville, Florida 

Director, Chairman of the 
Board, Vice-President 

M. Austin Davis 

1134 N.W. 22nd Street 

Miami, Florida 

Director, Executive 
Vice-President 

Tine W. Davis 

414 Baxter Avenue 

Louisville, Kentucky 

Director, Vice-President 

H. L. Avery 

1357 West Beaver Street 
Jacksonville, Florida 

Vice-President 

C. G. Whittaker 

1134 N.W. 22nd Street 

Miami, Florida 

Vice-President 

E. W. Kavanaugh 

1357 West Beaver Street 
Jacksonville, Florida 

Secretary-T reasurer 

P. F. Arnall 

1357 West Beaver Street 
Jacksonville, Florida 

Asst. Secretary and 

Asst. Treasurer 

W. R. Lovett 

1010 East Adams Street 
Jacksonville, Florida 

Director 

S. R. Marks 

1321 Graham Building 
Jacksonville, Florida 

Director 

James J. Love 

c/o Love Leaf Tobacco Co. 
Quincy, Florida 

Director 


All the executive officers, except Mr. Arnall, have been actively engaged in the business 
of the Company for more than five years. Mr. Arnall, who is chief accountant for the Company, 
was first employed by it in December 1945, and was for several years prior thereto employed by 
Peat, Marwick, Mitchell & Co., public accountants. 
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Remuneration 


The aggregate remuneration directly or indirectly paid or set aside by the Company and 
its subsidiaries for services in all capacities during the fiscal year ended June 24, 1950 to or 
for the benefit of each director and each of the three highest paid officers of the Company whose 
aggregate remuneration exceeded $25,000, and to all persons as a group who were directors or 
officers of the Company, was as follows: 


Name of 

Individual 
or Identity 
of Group 

Capacities 
in Which 
Remuneration 

Was Received 

Fees, 

Salaries 

and 

Commissions 

Bonuses 

and 

Shares in 
Profits 

Pension, 
Retirement 
and Similar 
Payments 

Estimated 

Annual 

Retirement 

Income(l) 

A. D. Davis 

Director, President 

$ 25,550 

$ 46,640(2) 

$ 4,221.16 

$ 6,100 

James E. Davis 

Director, Chairman 
of the Board, 
Vice-President(3) 

25,550 

46,640(2) 

4,221.16 

7,000 

M. Austin Davis 

Director, Executive 
Vice-President(3) 

25,550 

46,640(2) 

4,221.16 

8,800 

Tine W. Davis 

Director, 

Vice-President 

25,550 

46,640(2) 

4,221.16 

10,300 

S. R. Marks 

Director 

25,550(4) 

None 

None 

None 

Directors and Officers 
eludes 6 persons in 
named above) . 

as a Group (in¬ 
addition to those 

169,400 

231,089 

21,940.92 

- 


(1) These estimates are approximate and are based on the assumption that the employment of each named 
person will continue until his normal retirement date (age 60), that until that date he will receive annual basic 
compensation of $25,000 or more, that the Company’s earnings will in each year permit maximum contributions 
called for under its Profit-Sharing Retirement Plan, that the average rate of forfeitures and trust income since 
inception of the Plan will continue, and that the present cost of annuities will remain unchanged. 

(2) Under a bonus arrangement not reduced to writing, compensation in addition to basic salary is paid 
for each year to each of the four Davis brothers in an amount equal to 2% of that year s Consolidated Net Income 
after income taxes. 

(3) On March 8, 1950, James E. Davis, who had theretofore been Executive Vice-President, became Chair¬ 
man of the Board and Vice-President, and M. Austin Davis, who had theretofore been Vice-President, became 
Executive Vice-President. 

(4) Includes retainer and extra fees for special legal services rendered during fiscal year, paid to the firm 
of Marks, Gray, Yates and Conroy, of which Mr. S. R. Marks is a member. 


Transactions with Affiliates 

Of the 172 retail store locations operated by the Company and its subsidiaries on June 24, 
1950, 24 were rented from corporations owned and controlled by one or more of the four Davis 
brothers (who are directors, officers and controlling stockholders of the Company) and members of 
their immediate families. The aggregate monthly rentals for the month of July, 1950, for all 172 
locations was $78,413, and for the 24 rented from such controlled corporations, $16,508. Of 
these 24 locations, 19 were occupied under leases of both land and improvements which expire 
at various dates from December, 1957 to September, 1974. The aggregate rentals payable under 
these 19 leases during the current fiscal year will be $159,389. One such location was occupied 
under a lease, expiring in August, 1959, of land only, the Company having erected the improve¬ 
ments. The total rent payable under this lease during the current fiscal year will be $3,000. In 
addition to the rentals payable under these 20 leases, 11 provide that real estate taxes and insurance, 
in excess of specified amounts, shall be paid by the Company; 8 that all real estate taxes, insur¬ 
ance and assessments shall be paid and the premises maintained and repaired by the Company; 
and the twentieth that the Company shall pay all real estate taxes. Another of these locations 
(land and improvements) was rented on a month-to-month basis, pending execution of a written 
lease, at a monthly rental of $300 ($3,600 on an annual basis). In the case of the 3 remaining 
locations (land and improvements), the improvements were recently completed, and the corpora¬ 
tion owning them was planning to sell one of them to an outsider and two to another Davis 
controlled corporation. Pending such sales, they were rented to the Company on a month-to- 
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month basis at an aggregate monthly rental of $2,300 ($27,600 on an annual basis). The sales 
will be made only on condition that the purchasers lease these locations to the Company. In 
addition, the Company leased from one of the Davis controlled corporations four parcels of land. 
Such controlled corporation is now erecting stores at these locations, and on their completion 
10 year leases of both land and improvements will be entered into. Until then, the four parcels 
are rented on a month-to-month basis at an aggregate monthly rental of $967.50 ($11,610 on 
an annual basis). 

On August 20, 1949, the Company acquired the land for a store location at a cost of $15,000 
and erected thereon a store at a cost of approximately $47,000. The store was completed on 
February 27, 1950 and on that day the Company sold to Diversified Stores Locations, Inc., a 
corporation all of the stock of which is owned by the four Davis brothers, the land and improve¬ 
ments thereon at a price representing the actual cost to the Company. The store location is 
being leased to the Company on a month-to-month basis at a monthly rental of $600 pending 
completion of negotiations by Diversified Store Locations, Inc. for a sale of the property to 
outside interests at a price equal to its cost and expenses, and the signing of a 10 year lease of 
the property by such outside person and the Company. This rental is included in the aggregate 
rental for the 3 store locations rented on a month-to-month basis referred to in the first paragraph 
under this sub-caption. 

In May and June 1950, the Company assigned to Diversified Store Locations, Inc. ground 
leases (expiring at various dates from December, 1957 to June, 1969) covering six of its store 
locations, and sold to that corporation the improvements which had been erected on the lease¬ 
holds, for an aggregate price of $236,338 in cash. In each instance the sales price represented 
the cost, less amortization, of the leasehold improvements, and in each instance Diversified Store 
Locations, Inc. leased the properties to the Company for the remaining term of the underlying 
ground lease, at a rental designed to pay the rental specified in the underlying ground lease, to 
amortize the remaining unamortized cost of the property over the life of the underlying ground 
lease and to return approximately 5 % on the investment made by Diversified Store Locations, Inc. 
The aggregate rentals payable under these leases, including amortization of the improvements, 
during the current fiscal year will be $36,404, which amount is included in the aggregate rentals 
for the 19 store locations referred to in the first paragraph under this sub-caption. These six 
leases, as well as the leases of two other locations rented by the Company from Diversified Store 
Locations, Inc., also require the Company to pay all real estate taxes, insurance and assessments 
and to maintain and repair the premises. These eight leases have been assigned by Diversified 
Store Locations, Inc. to The New York Trust Company to secure repayment of a loan made to it 
by the Trust Company. All eight of these leases contain provisions requiring the Company, so long 
as such loan shall remain unpaid, to maintain an excess of consolidated current assets over consoli¬ 
dated current liabilities of at least $5,000,000 and to maintain a ratio of consolidated current assets 
to consolidated current liabilities of at least 1.75 to 1, and further to maintain its corporate entity 
and not to sell or lease all or substantially all of its assets or assign or modify the leases. 

On June 1, 1950, the Company purchased from Estuary Corporation, all of the stock of 
which is owned by James E. Davis and members of his immediate family, the land and buildings 
comprising its Winn & Lovett Tampa warehouse and related facilities for $138,682 in cash. Prior 
to this acquisition, the Company had rented the property at an annual rent of $18,000 under a 
lease expiring April 30, 1959. The purchase price represented the cost of the property less 
depreciation. 

On June 15, 1950, the Company acquired all of the outstanding capital stock of Florida 
Sales Promotion Service, Inc., a Florida corporation, from the four Davis brothers, in exchange 
for 84,000 shares of its Common Stock, which were valued for purposes of the transaction at 
$15 per share, that being the then over-the-counter market price of the stock. However, since 
60,000 shares of the Company’s Common Stock were included among the assets of Florida 
Sales Promotion Service, Inc. (which the Company received on June 16, 1950 on dissolution of 
that corporation), the net consideration paid by the Company for the other assets was 24,000 
shares of its Common Stock, valued at $360,000. The net value of such other assets was set, 
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for purposes of the transaction, at $360,249, as follows: cash in amount of $126,734 (after deduct¬ 
ing liabilities assumed of $17,357) ; land and buildings in Jacksonville in which the Company oper¬ 
ates a wholesale cash-and-carry grocery store, valued at cost less depreciation—$21,188; parking 
lots and other land adjacent to the Company’s Jacksonville warehouse, valued at cost—$5,270; 
250 shares of the Company’s Preferred Stock, valued at the then over-the-counter market price— 
$11,500; and land and buildings comprising the Winn & Lovett Miami warehouse, a wholesale 
cash-and-carry store location and related facilities. The Miami warehouse and store property was 
valued at $195,557, of which $139,057 was allocated to buildings and $56,500 to land. The amount 
allocated to buildings represented cost less depreciation, and the value attributed to land was $38,559 
in excess of cost, in order to reflect, in part, an increase in the value of the property prior to its pur¬ 
chase by the Company indicated by the fact that on February 1, 1950, Adrian McCune, an indepen¬ 
dent real estate appraiser, had appraised the Miami warehouse and store property at $334,440. 
The aforesaid excess of $38,559 is not reflected on the books of the Company or in the Financial 
Statements contained herein. At the time of their acquisition, the Miami warehouse and store 
property and the Jacksonville store property were being rented by the Company from Florida 
Sales Promotion Service, Inc. at an aggregate monthly rental of $3,225 under long term leases, 
and the parking lots were rented on a month-to-month basis for $200 per month. 

EMPLOYEES 1 RETIREMENT AND BONUS PLANS 

Since December, 1946, the Company has had in effect a trusteed Profit-Sharing Retirement Plan 
for Employees, which replaced a pension plan in effect since 1942. All regular full time employ¬ 
ees (other than directors, as such, and employees of Margaret Ann Stores, Inc.) who are 25 years 
of age or older and have 5 years of continuous employment participate in the plan. Employment 
by Margaret Ann Stores, Inc. and Margaret Ann Supermarkets, Inc. counts towards eligibility. 
The annual contribution of the Company amounts to 15% of the total compensation (excluding 
executive bonuses paid on an annual basis to officers, department heads, supervisors or other 
key employees), not in excess of $25,000 each, paid to all participants for that year; provided 
that the contribution cannot exceed 10% of Consolidated Net Income for such year of the 
Company and its subsidiaries (other than Margaret Ann Stores, Inc.) before income taxes and 
cannot exceed 50% of such Consolidated Net Income before income taxes but after deducting 
an amount equal to a specified return on the Company’s outstanding stock. If the contributions 
of the Company for any year amount to less than 15% of such compensation, then, subject to 
the limitations based on consolidated net income, the deficiency is to be made up in succeeding 
years, provided that the contribution for any year cannot exceed 30% of such compensation for 
that year. Participants are not required to contribute to the plan but may do so if they wish. 
No past service credit is provided under the plan. Normal retirement age is 60. At June 24, 1950, 
433 employees, including 7 officers of the parent company, were participants. The contribution 
for the fiscal year ended June 24, 1950, amounted to $304,438, of which $278,009 was paid on 
account of that year and $26,429 was paid on account of deficiencies in prior years. 

Since its acquisition of the assets formerly owned by Margaret Ann Super Markets, Inc. 
on December 12, 1949, the Company’s subsidiary, Margaret Ann Stores, Inc., has continued in 
effect a trusteed pension plan for employees begun by the former corporation in June, 1943. 
All employees of Margaret Ann Stores, Inc., regardless of age, who have 5 years of service with 
Margaret Ann Stores, Inc., Margaret Ann Super Markets, Inc., the Company and/or any of its 
subsidiaries participate. Pensions are based on percentages (which depend on years of service 
at retirement) of average annual basic compensation from the date of eligibility to retirement 
or of average annual basic compensation from the 10th to the 5th years preceding retirement, 
whichever is greater. The maximum annual pension payable is $8,000. Margaret Ann Stores, Inc. 
contributes the entire cost of the plan. Normal retirement age is 65. At June 24, 1950, 131 
employees were participants. During the last fiscal year, the contribution of Margaret Ann 
Super Markets, Inc. for the period prior to its dissolution amounted to $38,214, of which 
$20,799 was on account of current service and $17,415 on account of past service, and the 
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contribution of Margaret Ann Stores, Inc. for the period after it acquired the assets of the former 
corporation was $45,656, of which $25,921 was on account of current service and $19,735, on 
account of past service. The plan is terminable and contributions may be stopped at any time. 
It is contemplated that the Margaret Ann plan will be brought into conformity with provisions 
of the Winn & Lovett Profit Sharing Retirement Plan before the end of this fiscal year, thereby 
simplifying administration of retirement benefits for all employees concerned. 

In addition to the bonus arrangement with the four Davis brothers referred to above under 
the caption “Management”, sub-caption “Remuneration”, it is the Company’s policy to pay 
annual bonuses to division managers, buyers, department heads, supervisors and other executives. 
The amounts of individual bonuses are determined on the basis of sales and/or profits of specific 
territories or divisions; individual or department performance and overall profits of the Company; 
or solely on the basis of overall profits of the Company. In most instances ceilings are set on the 
amounts of such bonuses. The terms of such policy have not been reduced to writing, except 
that such persons are notified at the beginning of each fiscal year as to the bases of their bonuses 
for the ensuing year. Such bonuses for the fiscal year ended June 24, 1950 aggregated $319,971 
and were paid to 56 persons. 

OPTIONS 

On August 31, 1948, each of the four Davis brothers was granted a non-transferable option 
to purchase 10,000 shares of the Company’s then authorized and unissued Common Stock at a 
price of $25 per share. At the time the options were granted, the price per share of the stock in 
the over-the-counter market was $21.50 bid—$22.25 asked. In each case, the option was exercisable 
as to 2,000 shares on or after August 31, 1949 and as to 2,000 additional shares on or after August 31, 
in each of the years, 1950, 1951, 1952 and 1953, and was predicated on continued employment of the 
optionee by the Company for each of the full years ending on the dates specified. Each option 
expires upon termination of the optionee’s employment or August 31, 1958, whichever is earlier. 

Because of the 3 for 1 split-up of the Company’s Common Stock which occurred in March, 
1950, the Company’s Common Stockholders, on August 29, 1950, authorized the Directors to 
provide specifically that the number of shares of stock covered by each option be trebled, that 
the exercise price per share be divided by three, and that in the event of any future split-ups the 
number of shares covered by each option and the exercise price be automatically adjusted. This 
has been done and as a result, each of the four options now covers 30,000 shares and the exercise 
price is $8.33j3 per share. 

None of the options has been exercised. 


PRINCIPAL HOLDERS OF EQUITY SECURITIES 

As indicated in the following table and footnotes, as of August 15, 1950, the four Davis 
Brothers and their affiliates owned, both of record and beneficially, an aggregate of 656,173 shares 
of Common Stock, or approximately 57.56% of the total number of outstanding shares of Common 
Stock, and 414 shares of Cumulative Preferred Stock, Series A, or approximately 2.07% of the 
total number of outstanding shares of that class. 

The principal holders of equity securities of the Company as of August 15, 1950 were as 
follows: 


Name and Address 

A. D. Davis(l)(5) 1357 West Beaver St. 

Jacksonville, Fla. 


Class of 

Type of 

Shares 

Percent 

Stock 

Ownership 

Owned 

of Class 

Common Stock 

Of record and 
beneficially 

100,560 shs. 

8.82% 

Cumulative 

Preferred 

Stock, 

Series A 

17 

Of record and 
beneficially 

90 shs. 

.45% 






Name and Address 

Class of 

Stock 

Type of 
Ownership 

Shares 

Owned 

Percent 
of Class 

James E. Davis(2)(5) 

1357 West Beaver St. 
Jacksonville, Fla. 

Common Stock 

Of record and 
beneficially 

79,950 shs. 

7.01% 

M. Austin Davis(3) (5) 

1134 N. W. 22nd St. 
Miami, Fla. 

Common Stock 

Of record and 
beneficially 

47,472 shs. 

4.16% 

Tine W. Davis(4)(5) 

414 Baxter Ave. 
Louisville, Kentucky 

Common Stock 

Of record and 
beneficially 

38,049 shs. 

3.34% 

Title & Trust Co. of 
Florida, as Trustee of 
Winn & Lovett Profit 
Sharing Retirement 
Plan 

200 East Forsyth St. 
Jacksonville, Fla. 

Cumulative 

Preferred 

Stock, 

Series A 

Of record and 
beneficially 

5,050 shs. 

25.25% 

Directors and Officers 
as a Group(6) 


Common Stock 

Of record and 
beneficially 

292,186 shs. 

25.63% 



Common Stock 

Beneficially 

only 

2,544 shs. 

.22% 



Common Stock 

Of record 
only 

99 shs. 

.01% 



Cumulative 

Preferred 

Stock, 

Series A 

Of record and 
beneficially 

395 shs. 

1.98% 



Cumulative 

Preferred 

Stock, 

Series A 

Beneficially 

only 

93 shs. 

.47% 


(1) A director and officer of the Company. In addition, his wife and sons held 3,600 shares of Common Stock and 
60 shares of Cumulative Preferred Stock, Series A, both of record and beneficially; and Letha W. Davis, his 
ex-wife, held 14,670 shares of Common Stock and 9 shares of Cumulative Preferred Stock, Series A, both of 
record and beneficially. 

(2) A director and officer of the Company. In addition, his wife, son and daughter held 25,950 shares of Common 
Stock both of record and beneficially; he held, as trustee of a trust created by his mother but in which he has 
no beneficial interest, 1,500 shares of Common Stock both of record and beneficially; his mother-in-law and 
father-in-law held 8,874 shares of Common Stock both of record and beneficially; and J. Elsworth Davis 
Foundation, a charitable corporation founded by him and of which he is a director, held 1,650 shares of 
Common Stock both of record and beneficially. 

(3) A director and officer of the Company. In addition, his wife and daughters held 10,950 shares of Common 
Stock both of record and beneficially. 

(4) A director and officer of the Company. In addition, his wife, daughters and son held 19,230 shares of Common 
Stock and 55 shares of Cumulative Preferred Stock, Series A, both of record and beneficially. 

(5) Mrs. Ethel Davis, mother of the four Davis brothers, owned 23,808 shares of Common Stock both of record 
and beneficially; the Estate of Wm. M. Davis (A. D. Davis, J. E. Davis, and Ethel Davis, trustees), in which 
the four Davis brothers and/or members of their immediate families have beneficial interests, owned 65,350 
shares of Common Stock both of record and beneficially; Vera D. Cudd, sister of the four Davis brothers, held 
individually and as executrix of her deceased husband’s estate, 17,580 shares of Common Stock both of 
record and beneficially; Nora R. Davis, aunt of the four Davis brothers, held 600 shares of Common Stock 
and 200 shares of Cumulative Preferred Stock, Series A, both of record and beneficially; and corporations 
controlled and wholly owned by one or more of the four Davis brothers and members of their immediate 
families, held 196,380 shares of Common Stock both of record and beneficially. 

(6) Includes holdings of four Davis brothers, but not holdings referred to in footnotes (1) to (5) inclusive. In 
addition, members of the immediate families of directors and officers, other than the four Davis brothers, 
held 4,967 shares of Common Stock and 18 shares of Cumulative Preferred Stock, Series A, both of record 
and beneficially, 450 shares of Common Stock and 8 shares of Cumulative Preferred Stock, Series A, 
beneficially only and 18 shares of Common Stock of record only. 
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UNDERWRITING 


The names and addresses of the principal Underwriters of the Common Stock offered hereby 
and the number of shares to be purchased by each, subject to the terms and conditions specified 
in the Purchase Contract hereinafter referred to, are as follows: 




Number of Shares 
of Common Stock 

Name 

Address 

to be purchased 

Merrill Lynch, Pierce, Fenner & Beane 

70 Pine Street 

80,000 

New York 5, N. Y. 

30 Pine Street 

New York 5, N. Y. 

25,000 

Goldman, Sachs & Co. 

Hornblower & Weeks 

40 Wall Street 

15,000 

Paine, Webber, Jackson & Curtis 

New York 5, N. Y. 

25 Broad Street 

New York 4, N. Y. 

15,000 

Childress and Company 

Barnett National Bank Bldg. 
Jacksonville 1, Florida 

10,000 

Stein Bros. & Boyce 

6 South Calvert Street 

Baltimore 2, Maryland 

10,000 

A. M. Kidder & Co. 

1 Wall Street 

New York 5, N. Y. 

8,000 

Laurence M. Marks & Co. 

49 Wall Street 

New York 5, N. Y. 

8,000 

Cohu & Co. 

One Wall Street 

New York 5, N. Y. 

5,000 

Courts & Co. 

11 Marietta Street N. W. 

Atlanta 3, Georgia 

5,000 

Clement A. Evans & Co., Inc. 

1320 First National Bank Bldg. 
Atlanta 3, Georgia 

5,000 

Johnson, Lane, Space and Co., Inc. 

Bay and Drayton Streets 
Savannah, Georgia 

5,000 

The Robinson-Humphrey Company 

1901 Rhodes-Haverty Bldg. 

P. O. Box 1708 

5,000 

Van Alstyne Noel Corporation 

Atlanta 1, Georgia 

52 Wall Street 

5,000 

New York 5, N. Y. 

605 Lincoln Road 

2,000 

Atwill and Company 

Miami Beach 39, Florida 
Kentucky Home Life Bldg. 

2,000 

The Bankers Bond Co. Incorporated 

Louisville 2, Kentucky 

Citizens & Southern Bldg. 
Atlanta 3, Georgia 

2,000 

J. W. Tindall & Company 

Wilson-Trinkle Company 

Louisville Trust Bldg. 

Louisville 2, Kentucky 

2,000 

John Kormendi Co. 

60 Broad Street 

New York 4, N. Y. 

1,000 


Total . 

. 210,000 


While none of the Underwriters are affiliated with the Company, Mr. W. R. Lovett, a 
director of the Company, is a special partner of Merrill Lynch, Pierce, Fenner & Beane. 

The Company and the Underwriters have entered into a Purchase Contract pursuant to 
the terms of which the Company has agreed to sell and the Underwriters have severally agreed 
to purchase, at the price set forth on the cover of this Prospectus, an aggregate of 210,000 shares 
of Common Stock. The Purchase Contract does not constitute a firm commitment. It contains, 
among other things, provisions whereby the obligations of the Underwriters to purchase the 
shares of Common Stock are subject to (a) the Registration Statement becoming effective not 
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later than the time specified in the Purchase Contract, (b) the approval of certain matters by 
counsel, (c) there having taken place prior to the closing date no material adverse change in 
the condition of the Company and its subsidiaries, financial or otherwise, (d) no stop order 
having been issued prior to the closing date under the Securities Act of 1933, or proceedings 
initiated therefor, (e) the Company’s not having sustained any loss prior to the closing date 
on account of fire, flood, accident or other calamity of such a character as to interfere materially 
with the business of the Company or any subsidiary, whether or not such loss shall have been 
insured, and (f) to certain other conditions therein stated. 

The Purchase Contract may be terminated at any time prior to the closing date by the 
representative of the Underwriters with the consent of the Underwriters (including such repre¬ 
sentative) who have agreed to purchase in the aggregate 50 % or more of the Stock offered 
hereby, if the market value of securities in general or international, political, financial or economic 
conditions shall have so materially changed after the date of the Purchase Contract and prior 
to the closing date, as, in the judgment of the representative of the Underwriters, to render it 
either inadvisable to proceed with the public offering or inadvisable to proceed with the delivery 
of the Common Stock. 

In the Purchase Contract the Company agrees to indemnify each Underwriter and each 
person, if any, who controls any Underwriter, against losses caused by any actually or allegedly 
untrue statement or omission of a material fact in the Registration Statement or Prospectus 
with respect to information not furnished in writing to the Company by any Underwriter for 
use therein. The Purchase Contract provides that if a claim based upon warranties by the Com¬ 
pany contained therein or upon the indemnity agreement referred to above is asserted by Merrill 
Lynch, Pierce, Fenner & Beane, the Company, in the absence of controlling precedent, will submit 
to a court of competent jurisdiction the question of whether or not such claim, to the extent of 
the interest of Mr. W. R. Lovett, a director of the Company and a special partner of said firm, 
is against public policy as expressed in the Securities Act of 1933 and the Company and the 
Underwriters will be governed by the final adjudication in such issue. The Company also agrees 
to pay all expenses incident to the performance of its obligations under the Purchase Contract, 
including counsel fees and disbursements not exceeding $5,000 for qualification of the Common 
Stock under state securities laws. The Purchase Contract also provides that in the event of 
default by any of the Underwriters, in certain circumstances other Underwriters may be substituted 
or the Contract terminated. 

The foregoing is a brief outline of certain provisions contained in the Purchase Contract, 
which is filed as an exhibit to the Registration Statement and to which reference is hereby 
made for a complete statement of the provisions thereof. 


TERMS OF OFFERING 

The Underwriters have advised the Company through their Representative, Merrill Lynch, 
Pierce, Fenner & Beane, as follows: 

The Underwriters propose to make a public offering of the Common Stock (hereinafter called 
the “Stock”) at the public offering price set forth on the cover of this Prospectus, subject to 
prior sale and when, as and if issued to and accepted by the Underwriters and to their right to 
withdraw, cancel or modify such offer and to reject orders in whole or in part, and subject to 
approval of counsel as to legal matters. The Representative has been authorized to sell such of the 
Stock as it may determine for the accounts of the several Underwriters to Selected Dealers 
(including Underwriters) under Selected Dealers Agreements at the public offering price less a 
concession of 50f per share and to others at the public offering price. Underwriters and 
Selected Dealers may allow a discount of not more than 25^ per share on Stock sold to certain 
other Dealers. After the initial public offering the public offering price and the concession and 
discount thereon may be varied by the Representative by reason of general market conditions. 
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Purchases and sales of Stock may be made between the Representative and Underwriters 
and Selected Dealers and, with the consent of the Representative, between Underwriters and 
Selected Dealers at the public offering price less amounts not in excess of such concession and 
between Underwriters at prices not less than the price to be paid to the Company by them. 

If any Stock sold by an Underwriter (except through the Representative) or delivered to a 
Selected Dealer is contracted for or purchased in the open market or otherwise by the Representa¬ 
tive at or below the public offering price thereof, such Underwriter may be required to repurchase 
such Stock at a price equal to the total cost of such purchase or it may be sold by the Representa¬ 
tive for the account of such Underwriter, and such Selected Dealer agrees to repay to the 
Representative the above concession plus brokerage commissions and transfer taxes paid on 
such contract or purchase. 

Any Stock remaining unsold in the hands of Underwriters or Selected Dealers may, upon 
request of the Representative, be purchased by it for the respective accounts of the Underwriters 
at the public offering price less an amount to be determined by the Representative not in excess 
of the concession to Selected Dealers. 

Each Underwriter has agreed that, during the life of the Agreement Among Underwriters 
or such shorter period as determined by the Representative, it will not buy for its own account 
any Common Stock of the Company except as a broker pursuant to unsolicited orders. 

To facilitate the distribution of the Stock the Representative has been authorized to make 
purchases and sales of Common Stock of the Company in the open market or otherwise for long 
or short account on such terms and at such prices as the Representative may determine and in 
arranging sales of the Stock to over-allot and to cover any short position incurred. The net 
commitment of any Underwriter under such authorization is not to exceed at any time 15% 
of its purchase obligation to the Company. 

The Agreement Among Underwriters and the Selected Dealers Agreements will terminate 
45 days after the initial public offering of the Stock or earlier as the Representative may determine. 

The foregoing are brief summaries of certain provisions of the forms of Agreement Among 
Underwriters and the Selected Dealers Agreements filed as Exhibits to the Registration Statement. 


EXPERTS 

To the extent herein stated, the financial statements included herein for the Company and 
its subsidiaries, and for Margaret Ann Super Markets, Inc., have been examined by Messrs. 
Peat, Marwick, Mitchell & Co., independent public accountants, and are included in reliance upon 
the opinion of that firm given upon their authority as experts. 

The statements made under the captions “Property” and “Recent Developments” relating 
to real property owned in fee and to the Company’s rights to use specified store names, all as to 
matters of law and legal conclusions, have been prepared or reviewed by Messrs. Marks, Gray, 
Yates & Conroy, general counsel for the Company, as to matters of Florida law, and by Messrs. 
Brown, Greenebaum & Eldred as to matters of Kentucky law, and such statements are made 
upon the authority of such counsel as experts. Mr. S. R. Marks, a member of the firm of Marks, 
Gray, Yates & Conroy, is a director of the Company and a substantial stockholder in it. 


LEGAL OPINIONS 

Legality of the Common Stock will be passed upon by Messrs. Marks, Gray, Yates & Conroy, 
1321 Graham Building, Jacksonville, Florida, counsel for the Company, and by Messrs. Beekman 
& Bogue, 15 Broad Street, New York 5, N. Y., counsel for the Underwriters, except that Messrs. 
Beekman & Bogue will not pass upon matters of Florida law. 
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REPORT OF INDEPENDENT PUBLIC ACCOUNTANTS 


To the Board of Directors, 

Winn & Lovett Grocery Company: 

We have examined the financial statements and related schedules of Winn & Lovett Grocery 
Company and of Winn & Lovett Grocery Company and subsidiaries (consolidated), and the 
financial statements and related schedules of Margaret Ann Super Markets, Inc., all as listed 
in the accompanying index. Our examination was made in accordance with generally accepted 
auditing standards except as explained in the succeeding paragraph, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary 
and practicable in the circumstances. 

We were first engaged to examine the financial statements of Margaret Ann Super Markets, Inc. 
in November, 1949, which precluded the application by us of the usual auditing procedures of 
observation of inventories as of June 29, 1946, June 28, 1947, July 3, 1948 and July 2, 1949. We were 
informed that physical counts of all inventories in warehouses were made during the latter part 
of, or as of the closing date, of each of these periods and perpetual records adjusted thereto, and 
that inventories at stores were determined from centrally controlled perpetual inventory records 
adjusted from time to time on the basis of periodic physical checks. On the basis of our examination 
and the alternative auditing procedures possible in the circumstances, we have no reason to 
believe that the inventory amounts of Margaret Ann Super Markets, Inc. as of the dates named 
or the operating results for the three fiscal years ended July 2, 1949, are not reasonably stated. 

In our opinion, such financial statements present fairly (1) the financial position at June 24, 
1950 of Winn & Lovett Grocery Company and of Winn & Lovett Grocery Company and subsidiaries 
(consolidated), and the results of operations of Winn & Lovett Grocery Company and subsidiaries 
(consolidated) for the fiscal year ended December 27, 1947, the twenty-six weeks ended June 26, 
1948, and the fiscal years ended June 25, 1949 and June 24, 1950; and (2) the assets as of the 
close of business on December 10, 1949, conveyed by former stockholders of Margaret Ann Super 
Markets, Inc. to a subsidiary of Winn & Lovett Grocery Company, and the results of the operations 
of Margaret Ann Super Markets, Inc. for the three fiscal years ended July 2, 1949, and the twenty- 
three weeks ended December 10, 1949, all in conformity with generally accepted accounting 
principles applied on a consistent basis; and the supporting schedules, in our opinion, present 
fairly the information required to be stated therein. 

We have previously made examinations, similar in scope to that indicated in the first 
paragraph above, of the consolidated financial statements of Winn & Lovett Grocery Company 
and subsidiaries for the fiscal years ended December 29, 1945 and December 28, 1946, and 
have reviewed the summaries of earnings of Winn & Lovett Grocery Company and subsidiaries 
(consolidated) for the five and one-half years ended June 24, 1950, and of Margaret Ann Super 
Markets, Inc., so far as it relates to the three fiscal years and twenty-three weeks ended Decem¬ 
ber 10, 1949, which are included under the caption “Summary of Earnings” in the prospectus. 
In our opinion, such summary of earnings summarizes fairly (1) the results of operations of 
Winn & Lovett Grocery Company and subsidiaries (consolidated) for the five and one-half 
years ended June 24, 1950, and (2) the results of operations of Margaret Ann Super Markets, 
Inc. for the three years ended July 2, 1949 and the twenty-three weeks ended December 10, 1949, 
all in conformity with generally accepted accounting principles applied on a consistent basis. 


Atlanta, Ga. 

August 24, 1950 


PEAT, MARWICK, MITCHELL & CO. 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

BALANCE SHEETS 

As of June 24, 1950 


ASSETS 


Current Assets: 

Cash in banks and on hand. 

Accounts receivable: 

Customers’ accounts and vendors’ debit balances. 

Other (including employees—parent, $3,548; consolidated $4,629) 


Less allowance for doubtful accounts 


Federal excess profits taxes refundable (Note 7) 

Inventories of merchandise (Note 2 ): 

Stores and markets. 

Warehouses and bakery. 


Prepaid expenses (insurance, taxes, licenses, rent, etc.). 

Total Current Assets. 

Investments and Advances and Other Assets : 

Investments in and advances to subsidiaries (Note 1): 

Securities of subsidiaries. 

Indebtedness of subsidiaries. 

Real estate—at cost, less accumulated allowances for depreciation $9,105. 

Cash surrender value of life insurance policies (face amount—parent, $750,000; con¬ 
solidated, $1,000,000) . 

Utility and other deposits. 


Property, Plant and Equipment (Note 3) : 

Land and land improvements. 

Buildings . 

Furniture, fixtures, machinery and equipment. 

Transportation equipment . 

Improvements to leased premises. 


Less accumulated allowances for depreciation and amortization 


Deferred Charges (Note 4): 

Leaseholds—at cost, less accumulated amortization, $67,392. 
Deferred debt expenses. 


Parent 

Company 

Consolidated 

$ 2,311,825 

$ 3,828,620 

71,756 

26,237 

124,439 

85,996 

$ 97,993 

19,031 

$ 210,435 
21,239 

$ 78,962 

$ 189,196 

$ 239,204 

$ 239,204 

$ 1,164,012 
2,192,708 

$ 3,323,397 
4,140,427 

$ 3,356,720 

$ 7,463,824 

$ 225,057 

$ 273,693 

$ 6,211,768 

$11,994,537 

$ 1,649,182 
123,294 

— 

$ 1,772,476 

$ - 
33,910 

23,428 

27,038 

48,890 

52,303 

$ 1,822,942 

$ 135,103 

$ 79,467 

856,766 
2,228,363 
696,649 
678,051 

$ 114,117 

1,152,786 
4,111,138 
981,676 
972,824 

$ 4,539,296 
1,537,077 

$ 7,332,541 
2.338,739 

$ 3,002,219 

$ 4,993,802 

$ - 

$ 554,428 
50,229 

$ _ 

$ 604,657 

$11,036,929 

$17,728,099 


See “Notes to Financial Statements’ 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

BALANCE SHEETS 

As of June 24, 1950 


LIABILITIES 

Parent 

Company Consolidated 

Current Liabilities: 

Accounts payable: 

Trade creditors . $ 1,215,055 $ 1,826,750 

Officers and employees. 19,652 21,349 

Taxes withheld from employees. 22,617 68,232 

Other . 7,593 20,727 

$ 1,264,917 $ 1,937,058 

Instalments of long-term debt due within one year (Note 6). $ 100,000 $ 300,000 

Accrued expenses: 

Salaries, wages and bonuses. $ 132,339 $ 320,959 

Provision for contributions to employees’ retirement trusts (Note 5). 8,676 56,998 

Taxes (other than Federal income taxes), rent, insurance, interest, etc. 129,387 247,582 

$ 270,402 $ 625,539 

Provision for Federal income taxes (Note 7) : 

Gross amount . $ 803,284 $ 1,392,562 

Less advance payment. 500,000 700,000 

$ 303,284 $ 692,562 

Total Current Liabilities. $ 1,938,603 $ 3,555,159 


Indebtedness to Subsidiaries . $ 1,367,059 $ — 

Long-Term Debt (Note 6): 

3J4% Joint and Several Promissory Notes due June 1, 1968. $ — $ 3,600,000 

5% Joint and Several Subordinated Sinking Fund Notes due June 1, 1969. 1,900,000 1,900,000 

$ 1,900,000 $ 5,500,000 

Less instalments due within one year included among current liabilities. 100,000 300,000 

$ 1,800,000 $ 5,200,000 


Stockholders’ Equity: 

Capital Stock: 

Cumulative preferred stock, par value $50 per share: 

Authorized, 50,000 shares—issuable in series. 

Issued and outstanding, 20,000 shares Series A, 4J4% (Note 8). $ 1,000,000 $ 1,000,000 

Common stock, par value $1 per share: 

Authorized, 1,500,000 shares (Note 9). 

Issued and outstanding, 1,140,000 shares. 1,140,000 1,140,000 

Paid-in surplus (per accompanying statement). 882,654 882,654 

Earned surplus (per accompanying statement)—(Notes 6, 8, and 11). 2,908,613 5,950,286 


$ 5,931,267 

$ 8,972,940 

$11,036,929 

$17,728,099 


See “Notes to Financial Statements' 
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WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 


STATEMENT OF CONSOLIDATED PROFIT AND LOSS 

For the Fiscal Year ended December 27, 1947, the 26 Weeks ended June 26, 1948, 
and the Fiscal Years ended June 25, 1949 and June 24, 1950 



Fiscal year 
ended 

26 weeks 

Fiscal year ended 

December 27, 
1947 

ended 

June 26, 1948 

June 25, 1949 

June 24,1950 

Net Sales (gross sales, less discounts, returns and 
allowances) : 

Retail . 

$63,751,206 

$36,504,951 

$73,141,379 

$107,768,782 

Wholesale . 

6,232,164 

3,201,662 

6,002,541 

5,722,637 

Net Sales . 

$69,983,370 

$39,706,613 

$79,143,920 

$113,491,419 

Cost of Sales, including warehousing and delivery ex¬ 
penses and production costs and operating expenses of 
bakeries (Notes 2 and 13). 

60,250,307 

34,464,269 

68,369,819 

98,257,002 

Gross Profit . 

$ 9,733,063 

$ 5,242,344 

$10,774,101 

$ 15,234,417 

Operating and Administrative Expenses (Notes 12 

and 13) . 

8,186,848 

4,523,027 

9,206,006 

12,755,788 


$ 1,546,215 

$ 719,317 

$ 1,568,095 

$ 2,478,629 

Other Income: 

Cash discounts . 

442,311 

246,871 

518,107 

740,021 

Interest and sundry income, principally quantity rebates 
and advertising allowances. 

291,966 

151,921 

338,502 

658,449 

Total Other Income. 

$ 734,277 

$ 398,792 

$ 856,609 

$ 1,398,470 


$ 2,280,492 

$ 1,118,109 

$ 2,424,704 

$ 3,877,099 

Income Deductions: 

Interest on long-term debt. 

68,894 

29,105 

56,463 

139,950 

Amortization of debt expenses (Note 4). 

— 

— 

— 

872 

Premium on retirement of long-term debt. 

50,555 

— 

— 

— 

Other interest . 

11,729 

196 

1,495 

4,863 

Miscellaneous .. 

— 

1,532 

— 

— 

Total Income Deductions. 

$ 131,178 

$ 30,833 

$ 57,958 

$ 145,685 

Net Profit before Provision for Federal 
Income Taxes . 

$ 2,149,314 

$ 1,087,276 

$ 2,366,746 

$ 3,731,414 

Provision for Federal Income Taxes. 

804,700 

411,900 

904,800 

1,399,400 

Net Profit . 

$ 1,344,614 

$ 675,376 

$ 1,461,946 

$ 2,332,014 


See “Notes to Financial Statements.” 
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WINN & LOVETT GROCERY COMPANY 


STATEMENT OF EARNED SURPLUS 

For the Fiscal Year ended December 27, 1947, the 26 Weeks ended June 26, 1948, 
and the Fiscal Years ended June 25, 1949 and June 24, 1950 


Fiscal year 

ended 26 weeks Fiscal year ended 

December 27, ended 

1947 June 26,1948 June 25,1949 June 24,1950 

Appropriated to Reserve for Possible Future Inventory 
Price Declines : 


Amount at beginning of period. 

$ 

200,000 

$ 200,000 

$ 200,000 

$ 200,000 

Transfer to Earned Surplus Unappropriated. 


— 

— 

— 

200,000 

Amount at close of period. 

$ 

200,000 

$ 200,000 

$ 200,000 

$ 

Unappropriated : 






Amount at beginning of period. 

$ 463,344 

$ 856,973 

$1,145,830 

$1,825,098 

Add: 






Net profit for the period. 


746,774 

533,867 

1,175,888 

1,308,388 

Credits arising from adjustment of certain property 
and related accounts to conform such accounts with 
those accepted by the U. S. Treasury Department for 
income tax purposes. 


25,780 



85,601 

Net refund of Federal excess profits taxes and adjust¬ 
ment of provision therefor resulting principally from 
settlement of claims under Section 722 of the Inter¬ 
nal Revenue Code (Note 7). 





343,986 

Transfer from Reserve for Possible Future Inventory 
Price Declines . 


— 

— 

— 

200,000 


$1,235,898 

$1,390,840 

$2,321,718 

$3,763,073 

Deduct: 






Cash dividends paid: 






A l / 2 % cumulative preferred stock, Series A: $2.25 
per share per annum. 

$ 

36,900 

$ 18,990 

$ 45,000 

$ 45,000 

Common stock: 33^tf per share in 1947; 20^ per 
share in 1948 ; 4 3 l At per share in 1949; 56^^ per 
share in 1950 (all per share amounts are after 
giving effect to 3 for 1 split of common shares 
which occurred in 1950). 


342,025 

208,020 

451,620 

624,000 

Discount on sale of 3,600 shares of A l / 2 % cumulative 
preferred stock, Series A. 

$ 

378,925 

$ 227,010 

18,000 

$ 496,620 

$ 669,000 

Write down of investment in subsidiary to amount 
equal to equity in underlying net assets of such sub¬ 
sidiary at date of acquisition (Note 1). 




__ 

185,460 

Total Deductions . 

$ 

378,925 

$ 245,010 

$ 496,620 

$ 854,460 

Amount at close of period (Notes 6, 8 and 11). 

$ 

856,973 

$1,145,830 

$1,825,098 

$2,908,613 


See “Notes to Financial Statements/* 
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WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 


STATEMENT OF CONSOLIDATED EARNED SURPLUS 

For the Fiscal Year ended December 27, 1947, the 26 Weeks ended June 26, 1948, 
and the Fiscal Years ended June 25, 1949 and June 24, 1950 



Fiscal year 
ended 

26 weeks 

Fiscal year ended 

December 27, 
1947 

ended 

June 26, 1948 

June 25, 1949 

June 24,1950 

Appropriated to Reserve for Possible Future Inventory 
Price Declines: 

Amount at beginning of period. 

$ 200,000 

$ 200,000 

$ 200,000 

$ 200,000 

Transfer to Earned Surplus Unappropriated. 

— 

— 

— 

200,000 

Amount at close of period. 

$ 200,000 

$ 200,000 

$ 200,000 

$ 

Unappropriated : 

Amount at beginning of period. 

$1,455,984 

$2,447,453 

$2,877,819 

$3,843,145 

Add: 

Net profit for the period. 

1,344,614 

675,376 

1,461,946 

2,332,014 

Credits arising from adjustments of certain property 
and related accounts to conform such accounts with 
those accepted by the U. S. Treasury Department for 
income tax purposes. 

25,780 



85,601 

Net refund of Federal excess profits taxes and adjust¬ 
ment of provision therefor resulting principally from 
settlement of claims under Section 722 of the Inter¬ 
nal Revenue Code (Note 7). 




343,986 

Transfer from Reserve for Possible Future Inventory 
Price Declines . 

— 

— 

— 

200,000 


$2,8 26,378 

$3,122,829 

$4,339,765 

$6,804,746 

Deduct: 

Cash dividends paid: 

A l / 2 % cumulative preferred stock, series A: $2.25 
per share per annum. 

$ 36,900 

$ 18,990 

$ 45,000 

$ 45,000 

Common stock: 33 l /z4 per share in 1947; 20^ per 
share in 1948; AZYzi per share in 1949; 56^ per 
share in 1950 (all per share amounts are after 
giving effect to 3 for 1 split of common shares 
which occurred in 1950). 

342,025 

208,020 

451,620 

624,000 


$ 378,925 

$ 227,010 

$ 496,620 

$ 669,000 

Discount on sale of 3,600 shares of A l / 2 % cumulative 
preferred stock, Series A. 

— 

18,000 

— 

_ 

Write off of Goodwill representing excess of cost of 
investment in subsidiary over net assets of such 
subsidiary at date of acquisition. 

- 



185,460 

Total Deductions . 

$ 378,925 

$ 245,010 

$ 496,620 

$ 854,460 

Amount at close of period (Notes 6, 8 and 11). 

$2,447,453 

$2,877,819 

$3,843,145 

$5,950,286 


See “Notes to Financial Statements/' 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 


STATEMENT OF PAID-IN SURPLUS 

For the Fiscal Year Ended June 24, 1950 


Transfer from common capital stock account as a result of the conversion as of March 15, 1950 of 
the 372,000 shares of no par common stock then outstanding into 1,116,000 shares of $1 par value 
common stock . $584,964 

Excess of assets (cost basis of affiliate) acquired as of June 15, 1950 on dissolution of affiliated company 
over par value of 24,000 shares (net) of common stock issued in connection with the acquisition of 
such assets . 297,690 


Amount at June 24, 1950. $882,654 


NOTE: There was no paid-in or other capital surplus (parent or consolidated) during the period from 
December 28, 1946 to June 25, 1949. 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

NOTES TO FINANCIAL STATEMENTS 


(1) Principles of Consolidation: 

(a) All subsidiaries of the Company are wholly-owned and are included in the consolidated 
financial statements. All inter-company accounts and transactions have been eliminated. 

As of the close of business on December 10, 1949 Margaret Ann Stores, Inc., a 
subsidiary of the Company, acquired the operating assets formerly owned by Margaret 
Ann Super Markets, Inc. The results of the operations of these properties have been 
included in the statement of consolidated profit and loss for the period from commence¬ 
ment of operation by Margaret Ann Stores, Inc. (December 12, 1949) to June 24, 1950. 
In addition, three subsidiaries were formed in 1947, and the results of their operations 
have been included in the statement of consolidated profit and loss since the respective 
dates of organization. With these exceptions, all subsidiaries now owned by the Company 
have been wholly-owned during the entire period under review. Reference is made to 
separate statements of profit and loss of Margaret Ann Super Markets, Inc. for informa¬ 
tion regarding the results of operations of that company prior to its dissolution. 

On June 15, 1950 the Company acquired all of the outstanding capital stock of Florida 
Sales Promotion Service, Inc., an affiliated company. On June 16, 1950 such newly acquired 
subsidiary was dissolved and its assets and liabilities transferred to the Parent. Florida 
Sales Promotion Service, Inc. was engaged principally in the ownership of warehouse 
properties which were leased to the Company. The statement of consolidated profit and 
loss includes the operations of the properties of the dissolved corporation only since 
June 16, 1950. The effect of the acquisition upon the consolidated profit and loss is not 
considered significant. 


(b) The parent company’s investment in subsidiaries is carried at cost, less a write down 
of $185,460 to reduce the investment in subsidiaries to an amount equal to the equity in 
the underlying net assets of the subsidiaries at dates of acquisition. This write down, 
which applied to the investment in one subsidiary, was made in June, 1950 by a charge 
to earned surplus. On the foregoing basis, the investment in subsidiaries at June 24, 1950 
is stated at an amount which was $3,041,673 less than the corresponding net assets of 
the subsidiaries as shown by their accounts. This difference, representing the undistributed 
earnings since dates of acquisition of the respective subsidiaries, has been included in 
consolidated earned surplus. 


(2) Inventories: 

Inventories in warehouses, bakery and markets are stated on the basis of physical inventories 
priced at the lower of cost or market, cost being determined by the first-in, first-out method and 
market by current replacement cost. Stores inventories, for the most part, have been determined 
on the basis of centrally controlled perpetual inventory records of the selling value of merchandise 
at each store, less a percentage calculated to reduce such selling value to the lower of cost or 
market. The amounts shown by the perpetual inventory records are substantiated by physical 
inventories at selling price taken periodically throughout the year. 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

NOTES TO FINANCIAL STATEMENTS—(Continued) 


The amounts of opening and closing inventories used in determining consolidated cost of 


sales were as follows: 

December 28, 1946. $4,868,960 

December 27, 1947. 4,910,655 

June 26, 1948.,. 4,072,268 

June 25, 1949... 4,023,011 

June 24, 1950. 7,463,824 


(3) Property, Plant and Equipment: 

(a) The gross amount at which property, plant and equipment is stated represents cost to 
the Company or its subsidiaries. To the extent that property, plant and equipment has 
been acquired from affiliated companies, cost to the Company represents cost to the 
affiliates. 

As to property, plant and equipment purchased from the former stockholders of 
Margaret Ann Super Markets, Inc. for cash, the price paid by the Company represents 
cost (less accumulated depreciation) to Margaret Ann Super Markets, Inc., plus apprecia¬ 
tion of land and buildings, $14,920 and $81,353 respectively, recorded by Margaret Ann 
Super Markets, Inc. in 1948. Accumulated depreciation includes amounts provided 
by Margaret Ann Super Markets, Inc. 

(b) It is the policy of the Company and subsidiaries to provide for depreciation of property, 
plant and equipment by the straight line method, based upon the estimated useful lives 
of the various classes of assets adjusted upon the basis of experience when deemed 
advisable. The following are the principal annual rates of depreciation applied during 
the period from December 28, 1946 to June 24, 1950: 


Land improvements . 20 % 

Warehouse buildings ... 2 % to 5 % 

Furniture, fixtures, store and market equipment. 5 % to 20 % 

Transportation equipment. 16^S to 33 1 /$% 


Buildings constructed on leased land and other improvements to leased premises 
are amortized over the period of the leases. 

(c) Maintenance, repairs and renewals are charged against income as the expenditures are 
incurred; additions and major betterments of existing facilities are capitalized and 
depreciated or amortized as indicated above. 

(d) Retirements or other dispositions of property, as to the Company and all subsidiaries 
except Margaret Ann Stores, Inc., are recorded in the following manner: with respect 
to transportation equipment, the accounts are relieved of original cost and accumulated 
depreciation and gains or losses on the transactions are reflected in the profit or loss 
for the period. With respect to the major portion of furniture, fixtures, machinery and 
equipment a policy similar to that in effect for transportation equipment was adopted 
beginning with the fiscal year 1949. Prior to that time proceeds of sales were credited 
to the asset accounts; the reserve accounts were not relieved of accumulated depreciation 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

NOTES TO FINANCIAL STATEMENTS—(Continued) 


and no gain or loss on such transactions was recognized. When assets were fully depre¬ 
ciated, the accounts were relieved of both the gross amount of the asset and the accu¬ 
mulated depreciation. This policy is still in effect with respect to certain warehouse 
equipment and office furniture and fixtures and, as regards one subsidiary, with respect 
to all furniture, fixtures, machinery and equipment. 

With respect to properties of Margaret Ann Stores, Inc., when assets are retired or 
otherwise disposed of, the accounts are relieved of the original cost and the accumulated 
depreciation thereon and the resulting gains or losses are reflected in the profit or loss 
for the period. 


Property, Plant and Equipment accounts and/or related reserve accounts have been adjusted 
to conform with amounts accepted by the U. S. Treasury Department by credits to earned surplus 
in the amounts of $25,780 in the fiscal year ended December 27, 1947 and $85,601 in the fiscal 
year ended June 24, 1950, both credits being applicable to the parent company. 

(4) Deferred Charges: 

(a) Cost of leaseholds represents the amount paid to the former stockholders of Margaret 
Ann Super Markets, Inc. upon the purchase of the assets formerly owned by that corpo¬ 
ration. The amount paid was agreed upon as a result of negotiation. The cost of these 
leaseholds is being amortized over the periods of the respective leases. 

(b) Deferred debt expenses comprise $29,010 applicable to the presently outstanding 3)4% 
joint and several promissory notes of the Company and a subsidiary and $21,219 
unamortized premium paid upon the refunding of long-term debt of Margaret Ann Super 
Markets, Inc. by Margaret Ann Stores, Inc. The deferred expense applicable to the 
presently outstanding 3)4% notes is being amortized over the life of the notes; the 
premium applicable to the refunded debt of Margaret Ann Super Markets, Inc. is being 
amortized over the life the issue would have had if continued until maturity. 

(5) Profit-Sharing Retirement Program: 

The Company and its subsidiaries except Margaret Ann Stores, Inc. have in effect a trusteed 
profit sharing retirement program for the benefit of eligible employees of the companies, including 
officers, the entire cost of which is borne by the respective companies. The contribution of the 
companies for each fiscal period shall be the smallest of the following amounts: (1) 50% of 
consolidated net income for the fiscal period of the Company and its subsidiaries, except Margaret 
Ann Stores, Inc., before deducting such contribution and before any provision for income taxes, 
but after deducting the sum of (a) an amount equal to $2.50 per share (or the pro-rata thereof 
if the accounting period is less than one year) on the outstanding common stock of the parent 
company at the date of adoption of the plan (328,000 shares), and (b) 10% of all subsequent equity 
capital paid in to the parent company; (2) 10% of the consolidated net income for the fiscal period 
of the Company and its subsidiaries except Margaret Ann Stores, Inc. before deducting such 
contribution and before any provision for income taxes; (3) 15% of the total compensation paid 
to participating employees during the fiscal period (on a cumulative basis). No past service 
benefits are provided under the plan. The companies’ contributions, included among the operating 
and administrative expenses, were as follows: 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

NOTES TO FINANCIAL STATEMENTS— (Continued) 


Fiscal year ended December 27, 1947. $239,979 

26 weeks ended June 26, 1948. 121,086 

Fiscal year ended June 25, 1949. 263,727 

Fiscal year ended June 24, 1950. 304,438 


Since its acquisition of the assets formerly owned by Margaret Ann Super Markets, Inc. the 
Company’s subsidiary, Margaret Ann Stores, Inc., has continued in effect a trusteed pension plan 
originated by Margaret Ann Super Markets, Inc. in 1943. The cost of the plan is computed on 
an actuarial basis, the amount thereof taking into account both past and current service 
of all participants, and is payable in its entirety by Margaret Ann Stores, Inc. During the period 
from December 12, 1949 to June 24, 1950 the contribution of Margaret Ann Stores, Inc. amounted 
to $45,656, of which $25,921 was on account of current service and $19,735 was on account of past 
service. The estimated amount to fund the past service cost at June 24, 1950 was approximately 
$281,000. 

Administration of the Winn & Lovett program is effected by an administrative committee 
appointed by the parent company. The Margaret Ann program is administered by a Board on which 
both the employer and the participants are represented. The right to modify, amend or terminate 
the programs has been reserved by the companies. It is contemplated that during the current 
fiscal year, the Margaret Ann plan will be brought into conformity with the Winn & Lovett plan. 
In the event of termination, the entire amount theretofore contributed under the programs must 
be applied to the payment of benefits to participants or their benficiaries. 

(6) Long-Term Debt: 

The 3j£% joint and several promissory notes and the 5% joint and several subordinated 
sinking fund notes are the joint and several obligations of the Company and its subsidiary, 
Margaret Ann Stores, Inc. The 3 l A% notes mature on June 1, 1968 but annual prepayments of 
$200,000 without premium are required. The 5% sinking fund notes mature on June 1, 1969 but 
annual prepayments of $100,000 principal amount plus premium are required. The premium to 
be paid is 1% of the principal amount of payments made on or before May 31, 1951; thereafter 
the premium decreases by fractions of 1% each year to .15% on June 1, 1968. Optional prepay¬ 
ments with premium may be made on both issues. 

The loan agreements contain provisions regarding the payment of dividends, purchases of 
stock, redemptions, retirements or other distributions to stockholders, the most restrictive of which 
provide that the aggregate of (1) dividends on any class of stock (other than stock dividends) 
and (2) purchases, retirements or redemptions of stock, in excess of consideration in cash or 
property received upon sale subsequent to December 31, 1949 of additional stock of any class of 
the Company, may not exceed $600,000 plus 75% of the excess of the consolidated net income 
of the Company and its subsidiaries accruing subsequent to June 25, 1949 over the aggregate of all 
fixed or mandatory prepayments of long-term debt. Consolidated earned surplus at June 24, 1950 
in the amount of $4,495,276 is thereby restricted. Dividends (other than stock dividends), pur¬ 
chases, redemption or retirements of capital stock or other distributions to stockholders are further 
restricted if, after giving effect thereto, the consolidated net working capital of the Company and 
its subsidiaries would be reduced below $6,000,000. Consolidated net working capital at June 24, 
1950 amounted to $8,439,378. 

The loan agreements also provide certain restrictions with regard to further borrowings. 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

NOTES TO FINANCIAL STATEMENTS—(Continued) 


(7) Status of Federal Income Tax Liabilities: 

The Federal excess profits taxes refundable in the amount of $239,204 relate to approved 
claims plus interest to June 24, 1950. Such claims, filed by the parent company in prior years 
pursuant to applications under Section 722 of the Internal Revenue Code, for refund of excess 
profits taxes for the fiscal years 1940 to 1945 inclusive, received final approval during the fiscal 
year ended June 24, 1950 in the net principal amount of $380,942. Also, additional assessments 
for the fiscal years 1944, 1945 and 1946, which involved other issues, were agreed to in the net 
principal amount of $19,097. The resulting recovery of tax, after adjustment for interest, pro¬ 
fessional services in connection therewith and the reduction of Federal income taxes arising 
from such adjustments, has been recorded in the accounts as of June 24, 1950 in the net amount 
of $343,986. Since payment of a portion of the excess profits taxes as originally computed without 
regard to Section 722 was deferred under certain provisions of the Internal Revenue Code, the 
amount now refundable is exclusive of such deferred portion (approximately $130,600), the liability 
for which was extinguished on final approval of the claims. 

The Federal income and excess profits tax returns of the parent company and all subsidiaries 
have been examined by the U. S. Treasury Department to and including the fiscal year ended 
June 26, 1948 and, except as to certain pending claims of a subsidiary company which are set 
forth in the succeeding paragraph, agreement has been reached as to all tax liabilities through 
such fiscal year. 

A subsidiary company filed claims aggregating approximately $170,000, for refund of Federal 
income and excess profits taxes for the fiscal years 1942 to 1945, inclusive. Suits were brought 
thereon and a favorable decision rendered by the United States District Court on August 2, 1950 
which, however, is subject to appeal. Pending final decision, the refunds claimed have not been 
reflected in the financial statements. 

(8) Preferred Stock: 

Holders of the A l / 2 % cumulative preferred stock, series A, are entitled in liquidation, voluntary 
or involuntary, to a preference of $50 per share (aggregate $1,000,000), plus accrued unpaid divi¬ 
dends; upon redemption, which may not take place prior to January 1, 1952, they are entitled 
to a preference of $52.25 per share (aggregate $1,045,000), plus accrued unpaid dividends. 

(9) Options to Purchase Common Stock: 

Pursuant to authorization of the stockholders and Board of Directors, options were granted 
to certain officers of Winn & Lovett Grocery Company to purchase not later than August 31, 
1958, an aggregate of 120,000 shares of its unissued common stock at $8.33j^ per share, subject, 
however, to the continued employment of such officers by the company. Such options are 
exercisable on a cumulative basis at the rate of 24,000 shares annually commencing on August 31, 
1949. The common stock was quoted at approximately $7.33j3 per share (after giving effect to 
3 for 1 split which occurred in 1950) at the date the options were granted. To date, none of the 
options granted has been exercised. 

(10) Liability Under Leases: 

The companies rent two warehouses and all but two of the store locations, in some instances 
from companies owned by controlling stockholders. At June 24, 1950 there were in effect leases 
on 86 locations extending beyond three years from that date, some of which contain percentage 


34 


WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

NOTES TO FINANCIAL STATEMENTS—(Continued) 


of sales clauses. Such leases provide for minimum annual net rentals of $527,956 of which amount 
$70,134 pertains to 10 leases extending beyond 1960. 

Twenty-four of the locations occupied at June 24, 1950 were rented from companies owned by 
controlling stockholders; four on a month-to-month basis (monthly rental $2,600) and the 
remaining twenty under leases expiring at various dates from 1957 to 1974. Rentals under these 
twenty leases for the fiscal year 1951 aggregate approximately $162,000. 

(11) Contingent Liabilities: 

On November 3, 1949 the Company sold 14,000 shares of its Common Stock at $25 per share, 
or a total of $350,000. 2,000 of the shares were sold to the Estate of William M. Davis and 12,000 
of the shares were originally issued in the names of nominees but were subsequently transferred 
as follows: 10,300 shares to fifty-two key employees of the Company; 500 shares to a stockholder 
of the Company; and 1,200 shares to the Estate of William M. Davis. The purpose of these 
sales was to raise additional capital to meet ratios of equity capital required by institutions which 
were to lend money to finance the acquisition of the Margaret Ann assets. On March 15, 1950 
the Company sold $250,000 principal amount of its 5% Joint and Several Subordinated Sinking 
Fund Notes, due June 1, 1969, at a price of 101%, or an aggregate of $252,500, to the Winn & 
Lovett Profit Sharing Retirement Plan for Employees. On June 16, 1950 the Company sold 250 
reacquired shares of its Cumulative Preferred Stock, Series A, at a price of $46 per share, or an 
aggregate of $11,500, to Lovett’s and Table Supply Food Stores Welfare Association. The Com¬ 
pany understands that possible contingent liabilities may exist under the Securities Act of 1933 in 
the aggregate amount of the proceeds from the sale of these securities. 

In connection with the purchase of the assets formerly owned by Margaret Ann Super 
Markets, Inc., the Company undertook certain obligations considered relatively immaterial in 
amount. 

(12) Operating and Administrative Expenses: 

This caption includes incentive compensation paid or payable to employees. 

It is the policy of the Company and its subsidiaries to pay incentive compensation to store, 
market and produce managers, cashiers, warehousing, bakery and delivery personnel. The amount 
of such incentive compensation is determined on various bases, including sales or profits of 
individual units and individual or unit performance. 

In addition, annual bonuses are paid to executives, including division managers, buyers, 
department heads and supervisors. The amounts of individual bonuses for these persons are 
determined upon the basis of sales and/or profits of specific territories or divisions; individual 
or departmental performance; or overall profits. The terms of such bonuses have not been 
reduced to writing. During the respective periods shown below, the following bonuses for these 
persons were paid or accrued: 


Fiscal year 

ended Twenty-six Fiscal year ended 


December 27, 

1947 

weeks ended 
June 26,1948 

June 25,1949 

June 24,1950 

No. Amount 

No. Amount 

No. Amount 

No. Amount 


Officers . 8 $136,972 8 $67,758 8 $145,125 8 $231,089 

Others . 27 52,394 12 21,393 20 37,535 52 275,442 
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WINN & LOVETT GROCERY COMPANY 
AND 

WINN & LOVETT GROCERY COMPANY AND SUBSIDIARIES (CONSOLIDATED) 

NOTES TO FINANCIAL STATEMENTS—(Continued) 


(13) Supplementary Profit and Loss Information: 

The following amounts were charged to cost of sales and operating and administrative 
expenses with respect to the items shown hereunder: 


Maintenance and repairs: 

Fiscal year 
ended 

Dec. 27,1947 

26 weeks 
ended 

June 26, 1948 

Fiscal year ended 

June 25, 1949 June 24,1950 

Charged to cost of sales. 

Charged to operating and administra- 

$217,693 

$ 98,414 

$217,738 

$292,150 

tive expenses . 

Depreciation and amortization of fixed 
and intangible assets: 

290,077 

$507,770 

199,538 

$297,952 

385,052 

$602,790 

517,264 

$809,414 

Charged to cost of sales. 

Charged to operating and administra¬ 

$178,801 

$ 72,931 

$157,267 

$201,671 

tive expenses . 

Taxes, other than Federal income taxes: 

232,507 

$411,308 

130,107 

$203,038 

306,740 

$464,007 

484,752 

$686,423 

Charged to cost of sales. 

Charged to operating and administra¬ 

$ 63,221 

$ 34,191 

$ 78,302 

$113,600 

tive expenses . 

247,121 

$310,342 

128,696 

$162,887 

261,518 

$339,820 

360,391 

$473,991 

Management and service contract fees. 

Rents: 

None 

None 

None 

None 

Charged to cost of sales. 

Charged to operating and administra¬ 

$ 23,994 

$ 15,120 

$ 37,611 

$ 52,444 

tive expenses . 

Royalties: 

527.145 

$551,139 

300,741 

$315,861 

640,347 

$677,958 

935,984 

$988,428 

Charged to cost of sales. 

Charged to operating and administra¬ 

$ - 

$ - 

$ _ 

$ - 

tive expenses . 

Taxes are classified as follows: 

21,873 
$ 21,873 

11,585 
$ 11,585 

23,651 
$ 23.651 

24,914 
$ 24,914 

Federal and State social security. 

$105,210 

$ 52,178 

$ 91,924 

$144,951 

Real estate and personal property. 

81,989 

49,972 

118,791 

137,645 

Chain store. 

56,927 

29,972 

58,319 

73,203 

Franchise taxes, licenses, etc. 

66.216 

30,765 

70,786 

118,192 

Total Taxes . 

$310,342 

$162,887 

$339,820 

$473,991 


36 































































































STATEMENT OF ASSETS AS OF THE CLOSE OF BUSINESS ON DECEMBER 10, 1949, CONVEYED 
BY FORMER STOCKHOLDERS OF MARGARET ANN SUPER MARKETS, INC. TO A SUBSIDIARY OF 
WINN & LOVETT GROCERY COMPANY UNDER THE TERMS AND PROVISIONS OF AGREEMENT 

DATED NOVEMBER 14, 1949 


Assets Conveyed: 


Change funds at stores and warehouses—at actual amounts on hand. $ 19,138 

Accounts receivable—at estimated realizable values: 

Advertising allowances and other claims against vendors. $ 47,740 

Due from lessor on construction costs advanced by Margaret Ann Super Markets, Inc... 42,841 

Other . 16,988 107,569 


Inventories—at lower of cost or replacement market (Note 1): 

Stores and markets. $1,867,215 

Warehouses . 1,225,417 3,092,632 


Prepaid expenses—pro rata portion applicable to operations subsequent to December 
10, 1949: 

Insurance premiums . $ 56,380 

Taxes and licenses. 22,198 

Rent . 26,423 

Other . 2,614 107,615 


Deposits—at actual amounts on deposit: 

Utility . $ 2,585 

Insurance . 3,526 

Other . 50 6,161 


Property and equipment (Note 2) : 

Land . $ 40,296 

Land improvements . 2,702 

Buildings . 257,812 

Store and market equipment. 1,098,424 

Warehouse and office equipment. 63,867 

Garage and shop equipment. 4,163 

Transportation equipment . 235,821 

Leasehold improvements . 305,423 

$2,008,508 

Less accumulated allowances for depreciation and amortization. 472,437 1,536,071 


Leaseholds—at value agreed upon as a result of negotiation. 621,820 

Capital stock of Margaret Ann Properties, Inc.—at value agreed upon as a result of 
negotiation . 450 


Total . $5,491,456 


See ‘‘Notes to Financial Statements/* 
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MARGARET ANN SUPER MARKETS, INC. 

STATEMENT OF PROFIT AND LOSS 

For the Fiscal Years ended June 28, 1947, July 3, 1948 and July 2, 1949 
and the Twenty-Three Weeks ended December 10, 1949 


Net Sales (Gross sales, less discounts, returns and allow¬ 
ances) . 

Cost of Sales, Including Warehousing and Delivery 

Expenses —Notes 1 and 4. 

Gross Profit . 

Operating and Administrative Expenses (Note 4). 

Other Income: 

Cash discounts . 

Rebates and allowances.. 

Miscellaneous . 

Total Other Income. 

Income Deductions —Interest on Long-term Debt. 

Profit before Provision for Federal Income Taxes 

Provision for Federal Income Taxes. 

Net Profit . 


23 weeks 

Fiscal year ended ended 

December 

June 28,1947 July 3,1948* July 2,1949 10,1949 


$30,200,264 

$41,171,693 

$45,341,212 

$20,677,139 

26,354,392 

36,248,107 

39,980,724 

18,222,784 

$ 3,845,872 

$ 4,923,586 

$ 5,360,488 

$ 2,454,355 

3,079,223 

3,926,634 

4,394,400 

2,027,272 

$ 766,649 

$ 996,952 

$ 966,088 

$ 427,083 

$ 166,431 

69,864 
14,390 

$ 248,611 
153,298 
11,671 

$ 270,525 
189,762 
3,903 

$ 135,432 
92,025 
3,678 

$ 250,685 

$ 413,580 

$ 464,190 

$ 231,135 

$ 1,017,334 

$ 1,410,532 

$ 1,430,278 

$ 658,218 

23,819 

31,047 

32,989 

10,472 

$ 993,515 

$ 1,379,485 

$ 1,397,289 

$ 647,746 

385,000 

525,504 

531,378 

248,100 

$ 608,515 

$ 853,981 

$ 865,911 

$ 399,646 


* 53 weeks. 


See “Notes to Financial Statements”. 
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MARGARET ANN SUPER MARKETS, INC. 


NOTES TO FINANCIAL STATEMENTS 


(1) Inventories: 

Inventories in warehouses and markets are stated on the basis of physical inventories priced, 
principally, at the lower of cost or market, cost being determined by the first-in, first-out method 
and market by current replacement cost. Stores inventories have been determined on the basis of 
centrally controlled perpetual inventory records, on a cost basis, of merchandise at each store. 
The amounts shown by the perpetual inventory records were substantiated by physical inventories 
taken periodically throughout the year at selling price; such inventories were reduced by a 
percentage calculated to reduce such value to the lower of cost or market. 

The opening and closing inventories used in determining cost of sales were as follows: 


June 29, 1946. $1,369,906 

June 28, 1947. 1,764,483 

July 3, 1948. 2,655,896 

July 2, 1949. 2,491,777 

December 10, 1949. 3,092,632 


(2) Property and Equipment: 

The gross amount at which property and equipment is stated represents cost to Margaret 
Ann Super Markets, Inc. plus appreciation of land and buildings, $14,920 and $81,353 respectively, 
recorded in May 1948. 

It was the policy of Margaret Ann Super Markets, Inc. to provide for depreciation of property 
and equipment by the straight line method, based upon the estimated useful lives of the 
various classes of assets. The principal rates of depreciation applied during the period from 


June 29, 1946 to December 10, 1949 were as follows: 

Buildings . 2% to 5% 

Furniture, fixtures, store and market equipment. 10% to 20% 

Transportation equipment. 25% 


Leasehold improvements were amortized over the period of the respective leases. 

Maintenance, repairs and renewals were charged against income as the expenditures were 
incurred; additions and major betterments were capitalized and depreciated or amortized as 
indicated above. 

When assets were retired or otherwise disposed of, the accounts were relieved of the 
original cost and accumulated depreciation and gains or losses on the transactions were reflected 
in the profit or loss for the period. 

(3) Retirement Program: 

Margaret Ann Super Markets, Inc. inaugurated a trusteed retirement program for its em¬ 
ployees in 1943. The cost of the program, which was paid in its entirety by the Corporation, was 
computed on an actuarial basis, the amount thereof taking into account both past and current 
service of the participants. During the period from June 29, 1946 to December 10, 1949, the 
Corporation made the following contributions (included among the operating and administrative 


expenses): 

Fiscal year ended June 28, 1947. $51,622 

Fiscal year ended July 3, 1948. 72,918 

Fiscal year ended July 2, 1949. 90,481 

23 Weeks ended December 10, 1949. 38,214 
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MARGARET ANN SUPER MARKETS, INC. 


NOTES TO FINANCIAL STATEMENTS—(Continued) 


(4) Supplementary Profit and Loss Information: 

The following amounts were charged to cost of sales and operating and administrative 
expenses with respect to the items shown hereunder: 




Fiscal year ended 


23 Weeks 





ended 


June 28,1947 

July 3,1948 

July 2,1949 

Dec. 10, 1949 

Maintenance and repairs: 





Charged to cost of sales. 

$ 32,029 

$ 24,876 

$ 21,825 

$ 10,396 

Charged to operating and administra- 





tive expenses . 

109,764 

139,811 

146,647 

54,354 


$141,793 

$164,687 

$168,472 

$ 64,750 

Depreciation and amortization of fixed 





assets: 





Charged to cost of sales. 

$ 31,666 

$ 50,806 

$ 60,998 

$ 25,582 

Charged to operating and administra- 





tive expenses . 

62,898 

82,283 

128,812 

70,518 


$ 94,564 

$133,089 

$189,810 

$ 96,100 

Taxes, other than Federal income taxes: 





Charged to cost of sales. 

$ 19,681 

$ 23,305 

$ 27,261 

$ 12,656 

Charged to operating and administra¬ 





tive expenses . 

80,726 

82,996 

104,900 

60,213 


$100,407 

$106,301 

$132,161 

$ 72,869 

Management and service contract fees. 

None 

None 

None 

None 

Rents: 





Charged to cost of sales. 

$ 8,181 

$ 8,853 

$ 7,165 

$ 3,137 

Charged to operating and administra¬ 





tive expenses . 

179,615 

229,595 

271,378 

131,910 


$187,796 

$238,448 

$278,543 

$135,047 

Royalties: 





Charged to cost of sales. 

$ - 

$ _ 

$ - 

$ - 

Charged to operating and administra¬ 





tive expenses . 

5,000 

5,000 

5,000 

2,218 


$ 5.000 

$ 5,000 

$ 5,000 

$ 2,218 

Taxes are classified as follows: 





Federal and State social security. 

$ 43,362 

$ 30,275 

$ 36,577 

$ 13,460 

Real estate and personal property. 

27,185 

39,877 

52,378 

34,702 

Chain store. 

17,570 

20,480 

25,140 

10,638 

Franchise taxes, licenses, etc. 

12,290 

15,669 

18,066 

14,069 

Total Taxes . 

$100,407 

$106,301 

$132,161 

$ 72,869 
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